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PREFACE. 



This essay has grown out of an investigation into the 
history of the budget system of the United States. In the 
course of this, it became evident that such a work could 
not begin with the year 1789; but that any study of ori- 
gins must inquire into the history of the Confederation, 
and even into the experience of the colonial period. The 
evolution of a budget system by the Continental Congress 
could not be adequately treated without entering into a 
somewhat extended examination of all sides of the finan- 
cial arrangements of that time. Such considerations have 
determined the form of the present essay, which is in- 
tended to serve as the basis for a detailed treatment of the 
national budget from the establishment of the present 
government. 

The author is under obligations to a number of persons 
for kindnesses extended to him in the preparation of this 
essay. First he would mention Prof. Richard T. Ely, by 
whose encouragement, advice, and criticism he has profited 
at all stages of the work. Prof. Frederick J. Turner and 
Prof. William A. Scott have kindly read all of the manu- 
script, and offered many important suggestions. Prof. 
Charles H. Haskins and Prof. Victor CofBln have been fre- 
quently consulted, and from them valuable aid and criti- 
cism have been received. Most of the materials necessary 
for these investigations have been found in the library of 
the State Historical Society of Wisconsin. The officials of 
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the library have extended many privileges and courtesies 
without which it would have been impossible to complete 
this essay within the limits of a year well filled with other 
duties. Fintklly, to the material assistance of friends who 
may not be mentioned, a debt of the deepest gratitude is 
due. 
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From the first years of the Revolution to the present time 
the finances of the United States have had a continuous de- 
velopment In! financial, as in political and constitutional his- 
tory, the year 1789 marks no sharp break with, the institutions 
of the earlier period; and much of the financial legislation of 
the First Congress has a close connection with the practice 
of the old Confederation, a fact which is of especial impor- 
tance in the case of our budget system. 

We must, therefore, go back to the year 1775, and to the 
Continental Congress, which met at Philadelphia on the tentti 

(117) 



11-. f.!:u.r.Tis >is TF.T'v-y:iia»:-.t f.'f ivisc'-ssis. 

■of^ik^, kadfrtfi^y^^l to take into it« hand^ the conduct of the 
■ «(ni;fjil'; against fJr«it Britain. IWrin^ the next fourteen 
yi-sira ii ^<-in-niI ^'ouprffi* w.ik tlie only orjran of common action 
ttiAt nxintftl in Aiii(-n>:a: and it is to tht- rluimcier and iotta- 
irn<^<; of rliift lyidy that ne must look for tlu' kt.'T to the study 
of tlt<- financf-H during lhii» period. 

It ii* sii(!irrif-nt for our i»uri»oH4f to notp that thi- Congress of 
ITTiJ waH eHfH;ntialIy a ii-roliitionary as^-mbly. unlimited by 
I*rKal rriHlraintH, hut jet strictly deiiendent npna the stipport 
wliich it »lioiild rec(?ive from the i>eople of the colonies. In- 
Ht'ffid of wrttinf; to work to form a centralized national gorem- 
inunt, iin it might conceivably have attempted to do, the Con- 
;;ri:HH pi'o<.-c<Mh-d to make recommendations to the various 
rrolonial afwemblies, Im)king to them for the exercise of execu- 
tive; i>owi'rH. The resulU were, tliat thirteen State govem- 
nir'nbt wci-e (.-hI abliittu^, tliiit tlie States soon asserted dieir 
own claims of sovereignty, and tliat the authority of CongresE 
declined in a corresponding degree, Tlius arose that fata) 
weakness of the general government which is the central fact 
in Itut linancial, as in the political, history of these fourteen 

I'Vom 177o to I7S1 the Continental Congress, with an au- 
Ihorily based solely on the tacit acquiescence of the States, 
ex^'rciscd such powers an they would allow it to possess. In 
tiiiw latter year Articles of Confederation were at last accepted 
by III] of the Ktiites, and tlie position of the general govem- 
iiienL Wits formally recognized and defined. Tlie exercise of 
iiH {Kru'ers granted to the government was placed in the hands 
of a roiigi-cHH, which, howeier, in matters of finance was made 
no more powerful than its predecessor. A brief mention of 
a few of llie pnivisions of the Articles of Confederation will 
make ap[)tiiy-ut tlie weakness of the Congress in these moot 
Imi«r(ant matters.^ Article VIII. proiided t]m,t, "All cliarges 
of war. and all other expenses that shall be incurred for tiie 
common defence, or general welfare, and allowed by the 

I Hev I'nure'ii Fi-di'ml «nil Hiate CoBstlluKoni, Part I. 
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United States, in Congress assembled, shall be defrayed out 
of a common treasury, which, shall be supplied by the several 
States, in proiwrtion to the value of all land within each State 
granted to, or surveyed for, any person, as such land and the 
buildings and improvements thereon shall be estimated, ac- 
cording to such mode as the United States, in Ck)ngress as- 
sembled, shall, from time to time, direct and appoint. The 
faxes for paying that proportion shall be laid and levied by the 
authority and direetion of the legislatures of the several States, 
within the time agreed upon by the United States^ in Congress 
assembled." 

In Article IX., Congress was empowered, "to ascertain the 
necessary sums of money to be raised for the service of the 
United States, and to appropriate and apply the same for de- 
fraying the public expenses; to borrow money or emit bills 
on the credit of the United States. ..." Finally, Article Xn. 
declared that, "All bills of credit emitted, moneys borrowed, 
and debts contracted by, or under tlie authority of Congress, 
before the assembling of the United States, in pursuance of 
the present Confederation, slmll be deemed and considered 
as a charge against the United States, for payment and satis- 
faction whereof the said United States and the public faith 
are hereby solemnly pledged." 

iN'ow Congress had, from the first years of the war, issued 
bills of credit and borrowed money; so that in these direc- 
tions the Articles of Confederation gave it no new authority. 
But the all important power to levy taxes directly was left 
in the hands of the States. Congress could apportion among 
them the amounts necessary to be raised, but could not take 
the first step toward collecting the requisitions. Thus the 
general government i)ossessed no real power of taxation ; and 
was unable to place the finances of the Confederation upon a 
permanently sound basis, a work which was not accomplished 
until the present Constitution went into effect. From this 
weakness of Congress came a multitude of financial disorders, 
w^hich more than once during the Revolution almost proved 
fatal to the success of the American cause, and which in the 
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years of peace served to throw upon tlie fiaancial manage- 
ment of the old government a partially unmerited discredit. 

But the fundamental weakness of the finances of the United 
States daring this period wa^ one that has been common to 
all such confederations. 'Kiese associations have as their dia- 
tinctive feature, and as their only organ of common action, 
a congress in which all the members of the nnion have an 
equal voice. But the central government can have no power ot 
coercing either individuals, or the various states of the con- 
federation; and can have, therefore, no substantial powers In 
matters of finance.' Thus all hope of financial unity and 
strength depends upon the willingness of the various mem- 
bers to contribute for the exi>enses of the anion. But such a 
dinposition seldom exists. Ordinarily, to use the words vt 
Hoscher,* "The jealousy existing between the sovereign mem- 
bers of the confederation, especially if they are of unequal 
strength, forbids not only all broadening of the purposes of 
the union except by unanimous oonseni^ but also makes all 
permanent and considerable sacrifice. . . intolerable." 
This was certainly the case with the early American Union. 

We have, then, as the subject of our study the finances ot 
thirteen colonies that are passing through a stage of develop- 
ment intermediate between an earlier state of relative isolar 
tion and a later condition of completed federal union. Tlie 
factors with which we have to deal are the weakness of the 
general government and the jealous, independent spirit of i3iB 
Individual units. From these there resulted in finance, as la 
everything else, limited concessions to the central autluirfty 
and a "jealous reckoning of advantages and sacrifices" amoof 
the several members of the Confederation.' Since the adop- 
tion of our present Constitution the worst features of this cal- 
culating spirit have in some measure passed away; but traces 

iSto Jdllnek, Iile L^liro ron den StnatiinverblniiiingcD, IW-W; also Wagnar, B1» 
onutltwensohnft, I. nectioo Kl. 
" Sjol^ni iltT Finaii]sn-i,«8en9chatt, ««lion liil. 
'Ste Coha, Rrstem dcr FlnanKiiisseaBCbiitt. section I4J. 
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of it linger even yet in the political life of the present day, as 
marks of a still imperfectly realized national unity. 

Thus the old Confederatioii merely repeated the experience 
of similar unions. While the following chapters aim to pre- 
sent a rounded view of the finances of the United States dur- 
ing the years previous to 1789, they may also serve to illus- 
trate the general features of the financial character of con- 
federations. 



t 
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PAETL 

REVENUES AND EXPENDITURES. 



CHAPTER I. 

REVENUES OF THE GOVERNMENT. 

(J) Continental Paper Money. 

BIBLIOGRAPHY. 
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In any study of the national finances during the period pre- 
vious to 1789, we are first concerned with the efforts of the 
general government to provide itself with the necessary finan- 
cial resources. An account of the expedients resorted to for 
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■fliat purpose muat form the first jwrt of any disciiaaion of the 
fliiaindiil iirnmi^fmetits of tliat time. 

The emission of Irills of crodit was thr* first niptuis of raising 
nioui'.v to whicli tlie Contiiioiital Oungress turned. Tlie paper 
money thus issnwl was priwliictive of encli fur reaching in- 
jur.v. and tlie policy of Congress in issning it has been so harsliiy 
judRed. that it may be well to refer in some detail to the his- 
tory of these bills of credit. 

It must not be OTerlooked that, when Congress met ia May, 
1775, the nature of the struggle wliich was beginning was ap- 
preciated by very few people ip the enloniee. Forcible reua- 
tance to tireat Britjiin was at first attempted, not from a de- 
Bire for iudei»endence, bnt in nrdtT to compel Parliament to 
rhnnge its policy toward America. Congress conld not foresee 
the necessity of establishing permanent revenues for a na- 
tional government, sxad the single financial problem that pre- 
sented itself was that of providing a temporary income that 
should eontiiine only until peace should be restored on the 
terms desired by tJie colonies. As a resiilt, all of the early 
measures of (ingress were of a temporary diaracter; and we 
may here find a partial explanation of the fact that Congress 
did not try to seize n[ion the full powers necessary to a strong 
national government. 

But the need of funds was pressing, even' if it appeared at 
tile first to be only temporary; and it was necessary to find 
some means of raising a sum ttt money which for the times 
and circumstances must have seemed very large. As a tem- 
poriiry government, Congress had no credit, and woqild have 
found difiiculty in securing loans for the purpose of aiding a 
rebellion against the authority of Great Britain. For equally 
strong reasons, as we shall see, it was impracticable to attempt 
to tax tlie colonies which had been led into hostilities with 
the mother country not more on account of "taxjition without 
representation" tlian through opposition to any taxation at all. 
The people of the colonies preferred paper money to taxes.' 



124 UrLLKTIX OF TIIK UMVKKSITV (iF WISCONSIN. 

Tlioy h(;ll<»vod in the issue of notes that should circulate in all 
theroloni(*s, and for the payment of which the colonies should 
be nfsponHibh'. In order to exist, Congress had to be guided 
by the desires of ilie people; and, under such circumstances^ 
det(»nnined to i*5sue bills of credit, at the same time making 
all ]K)ssibI(» provision for the redemjilion of the notes. All 
thinj^s considerc^d, it is not easy to see what other course 
could hav«» ])een taken. 

[rndoubtiMll}*, 8onu» of the members of Congress did hold 
unsound vi(?ws on the subj(?ct of paix.*r money. Pelatiah 
Webster has left us an account of a spt»ech made by one dele- 
gat(», who object«»d to burdening his constituents with taxes, 
when it was possible to send to the printer and get a wagon 
load of money, one (juire of which would pay for the whole.* 
liut th(»re is nothing in the measures adopted by Congress 
that will justify the belief that the words of this speaker rep- 
resented the opinions of a majority of the members of that 
body. C^n the contrary, the saft»guards which Congress songht 
to throw around the emission of bills of credit, show con- 
clusively That the dangers attending the use of paper money 
were fully appreciated. 

The lirst issues were authorized in 177.").- Unquestionably, 
this was looked ujxm as a TemjKirary measure; aud it was 
not expected that a much larger issue would be needed.' At 
the same time. Congress did not suppose that the notes would 
circulate at par unless means were provi«led for their redemp- 
tion. Acconlingly the bills were ap]>ortioned among the col- 
onies on the basis of y»opulainrtn, and Congress recommended 
that eacli colony should make pi'ovision for redeeming its 

quota by "'laying and levying taxes toward sinking the 

Continental bills."* If the notes had been so redeemed, this 
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measure would have amounted practically to a tax based upon 
population. Of course, such, an assessment was unfair; but, 
as an accurate estimate of the wealth of the colonies would 
have been impossible at that time, this arrangement was as 
satisfactory as any that could have been devised. In this 
way the sum of $(),000,000 was raised before the end of 1775, 
and these earliest issues at first circulated at par.^ In some 
instances metallic money was turned into the treasury by 
patriotic individuals, in exchange for the bills of credit.^ 

But the need for money increaAed.* No other sooroe of 
revenue had been found; and, in February, 1776,* $4,000,000 
of the bills was emitted. Congress had taken occasion* 
again to urge upon the colonies the necessity of pi-oviding ways 
and means for sinking their respective quotas of the bills. 
But the people were not used to such heavy taxation as would 
have been necessary for this purpose; and, further, had come 
to look to the general government to make all provision for 
the conduct of the war. Thus further emissions of paper 
were necessary; and, before the end of the year, issues amount- 
ing altogether to $19,000,000 had been authorized," while the 
bills had depreciated to less than seventy i)er cent, of their 
face value.'' 

After independence was declared,® it became obvious that 
money must be raised no longer for a temporary purpose, but 
for the support of a permanent government. Congress saw 
that it would be impossible to rely solely on the issue of paper 
monev, and made efforts to find other sources of revenue. It 
was still thought that to resort to taxation would be prema- 



iRainj^ay. II. 808; Sparks's Franklin, II. 421: Breck, Part I. 219; Qouge, IJ; Sumner, 
Financier, I. 47-48. boldR a diflferent view. 

• Breck, Part L 249; Part H. 58. Journal of Conffresa, May 97, 1776. 
•Sparks's Franklin. II. 421, 422; Belles, I. 42-44: Ramsay. II. 3<W. 

♦ February 17. 

» December 26, 177S. 

• Dates of issues were May 9, July 22, Xovem>jer 2. Deceml>er 23. 

* See tables on p. 133. 
« Of. Ramsay II. 809. 
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tiii-i- ill ilii- fxisriti;r ftiUt* uf piitjlic «-ntinn?nt: and. accord- 
hii!]y, ill 0(i<(l«-r.' ]77t;. Coii^rirss n-wdved to attempt to se- 
ciin- .-i loiiii of *r..(imi.n(iii; nln!..- shortly afterward a lottery 
u'MH csiiittlii'lifrl.^ EiiHy* in 1777 ihy States were urged to 
levy tiixt'it for ili<: »ii|(|H)rt of Ihf; ft'*""^'' (mvemnieDt; bat, as 
w:iH to li" i-xixictttl, no utK^ntioii wait piiid to sntrli a general 
ii'i-oiiLiiK'iiiliitioii an iliis. Tilt-lie elTurts faiting to bring in the 
iiiiioiiiir of iiiimt-y that was absoliitflr ucei':fiiarr. other emls* 
HJoriH of liillH of ri-edit were onlen^].' The^e issoes made the 
tola) voliiiiif' of ]iaiKfr emitted daring 1777 amouDt to 
i:{.(H)(M)ll«; and, Ity llie end of the year, the notes had deprecl- 
al'-d iiiitj] they were worUi only one-thtrd of their face value. 
Iiariiij; 1777 Home aid wuH re<-eived from the siibsidieg foi^ 
aiMlicil l»y Kraiir-e.' and a simtn aaioimt of money was Becured 
tlii-oaKli thi- (iii»t French loan." Fmm this last soui-ce a lai^^ 
amount was rejilijieil during the following year. In Xovem- 
twr,' 1777. ('oiigii't<« nijtde tlie first reftuhir requisition on th« 
KtalfH; and askt-d that $r>,l)(IO,<)lH) be raised by taxes during 
the ciiMninK year. Itut all these ivwinrces yielded only a small 
part of llie fluids* n'i|iiir«sl fur 177.S and further emisslonB of 
lia)ier were neee«Kj(ry during that year." Congress understood 
v.-iy well Hie elleet of thewe isHuet*. but the failure of its at- I 
temi>ls to xei'iti-e other sour<vs of iweuue made such a Course ' 
niiavoidablr. Unriag 177S fourteen emissiona" iiniouuting ta ' 
;!|ii;:t,.~it)iM)ll() were aiithoriKetl, the amount of the issues naturtdly 
iiieieasintr at* the value of the niom-y declined. Tlie transac- 
tions of ihe treasury during thiH time were almost exelusirelf 
eairied ini in llie )ia|ier ciirreucy. From the aiii>endix to the 
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Journal of Congress for tliat year, we learn that the expendi- 
tures were as follows: 

Currency 62,154,842.63 

^^pecie 78,666.60 

Livres^ 28,525.00 

On this ix)int Mr. Breck well says,^ "So small an expendi- 
ture in metallic currency shows the powerful agency of paper 
in the belligerent oper«ations at that critical period; perform- 
ing, as it did, in spite of counterfeits and depreciation, the of- 
fice of hard money.'' 

This depreciation of the bills of credit had taken place in 
spite of the most strenuous efforts to keep the money circu- 
lating at pai*. At first the people had received the currency 
willingly,^ and during the last months of 1776 the deprecia- 
tion w^as only very slight and gradual. The cami>aigns of 1776 
and 1777 were not seriously affected by the decline in the value 
of the money.* Tlie first advances in prices,* w^hich began 
early in 1776, were probably due to the state of the market for 
goods included in the non-importation agreement, or, perhaps, 
in some cases, to the action of selfisb or unpatriotic individu- 
als. But, as the issues increased beyond the requirements of 
trade, an inevitable increase of prices began. This was looked 
upon by many as 'immoral and unpatriotic, and deserving 
swift punishment"* ^Vfter seeking to pnnish by fine and im- 
prisonment persons who should advance the price of commodi- 
ties, the different States commenced to hold "price conven- 
tions," and to attempt to fix the prices of labor and of com- 
modities.^ The first of these conventions was held at Provi- 
dence in December, 1776. Congi*ess recommended this plan 
to the other States, which, for the next five years, continued 
to attempt to control prices by law. 

1 The livre was worth a little more than eighteen cects. 

'Part 11.61. 

> See Ramsay, II. 814. 

* Ramsay. XL 809. 

* See Sumner, Financier and Finances, 1. 48 et seq. ; Bolles, 1. 117-120; Phillips, n. 219-228. 
•6eeBoUes,I.158-ld9. 

"* See Sumner, 1. 55 et seq.; Bolles, 1. 16S-167. 
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But suck attempts proved futile euougli. Only a few pa- 
triotic people regarded tliese laws, while others refused to part 
with their commodities except at their own prices. As Earn- 
say says, '*These laws iu the first instance made an artificial 
scarcity, and, had they not been repealed, would soon have 
made a real one; for men never exert themselves unless they 
have the f iniit of their exertions secured to them, and at their 
own disposal." 

Further measures were adopted by Congi*ess to check the 
depreciation. In December,^ 1776, Washington was empow- 
ered to seize whatever supplies should be required for hia 
army; to compel the owners to sell them at a reasonable price; 
and to punish those who should refuse to receive Continental 
money in payment for the supplies seized. A month later, 
further action was taken. As early as 1775 the different 
States had, on the recommendation of Congress, begun to pass 
laws making the Continental money legal tender in payment 
of debts. But there was no uniformity in these laws; and in 
January,^ 1777, Congress was leA to recommend the legis- 
latures of the States to make the bills of credit full legal ten- 
der in discharge of all debts, and a refusal to accept the cur- 
rency an extinguishment of any debt 

These legal tender laws enabled the Continental notes to 
work the extreme degree of hainiship and injury that it is ix)8- 
sible for such a depreciated currency to produce. WTien the 
laws were first adopted little injury was done, as the paper 
circulated, for a time, on a par with siK*cie. But, as the de- 
preciation increased, incalculable harm was caused both to 
industry and to public morals.' At the opening of 1780 the 
evils had reached a climax. The paper money was almost 
wortliless, all specie had long since been withdrawn from cir- 
culation, there was no longer any effective medium of ex- 
change, and the people of the States were driven to barter.* 

1 December 27. 

* January 14. 

* Ramsay has left us perhaps the most ^aphlc account of the demoralization thus pro ' 
duced. See Ramsay, II. 81&-318. See also Sumner, Financier, I. 80-61. 

* See Bolles, 1. 13^ for evidence on this point. 
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In ^larch^ of this year Congress finally advised the States to 
amend the legal tender laws, and this advice was soon followed. 
The repeal of these laws ended the worst of the abuses that 
had arisen from the emission of the Continental currency, but 
it was a long time before the injury that was done to public 
morals was entirely effaced. 

But these were not the only difficulties with which Congress 
had to contend in its experiments with the bills of credit. 
Counterfeiting was largely carried on,^ especially by the Eng- 
lish,^ who sought in this way to injure the cause of the Ameri- 
cans. Besides this, large amounts of i>ai)er money had been 
issued by the States, and thus the point of inflation was the 
more quickly reached. In 1777* Congress urged the States 
to cease to issue bills, and to withdraw those already issued; 
and this recommendation seems to have been very generally 
followed.*^ The entire amount of these issues has been placed 
at $209,000,000, an estimate which Mr. Knox« considers too 
high.^ But whatever the effect of these State issues, it will 
be noticed that the withdrawal of these notes was commenced 
before the emission of the flood of Continental bills that were 
sent out in 1778 and 1779 . 

At the opening of the year 1779, in spite of the rapid depre- 
ciation of the paper money, the States had taken no effectual 
measures to redeem the notes already in circulation. At that 
time one dollar in paper waB worth only twelve cents, and 
Congress repeatedly urged that tlie States should make pro- 
vision for drawing in their quotas of the bills.^ By this time 
Congress had begun to make regular requisitions for money; 
but the response of the States w^as so tardy and so inadequate, 
that it was necessary to emit still more of the paper. The 

1 March 20. 

■ Sumner, Financier, I. CS-69. 

» Phillips. II. 70-71. 

♦ February 15, November 28. 

•See Bolles, I. 148; Hildreth. U. &, HI. 446. 

• Knox, United States Notes, 10. 

^ or. Jefferson^s Works, IX. 260; Schuckers, Finances and Paper Money of the Revolu- 
tionary War, 127. 
^ See Journal of Oonjiress, January 3. January 13, 1779. 
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-..J... «*,-.. lo f.>::-^!i. I!- ?^;.:-L.'-: *i^j«.»i.t"«> more fan 
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i;; »rj ««i*]r»-i«( »a* s^-iit oai to tLe S:ate*. showing tlu 
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liy I w-ii'iiilcT th»' aiufiiiiDt of miisMrtDs f..>r the year had bea 
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'I'Ire uriiniint of iioteK authorized each year had been aa fOl 
Iowh:' 

177". ?«,000.000 

i77<j in.oim.ooo 

1777 13.000.000 

I77K 63.500.000 

17711 140.000.000 



?241,500.000 
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ll).T BU, 

(■r.Hialal'aiK-n, l-1iuiiico, V.rsi. 
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Many of these had been \Aithdrawn and exchanged, so that 
probably not more than $200,000,000 was in circulation at 
any one time. 

But this was not the whole burden which the people of the 
States had to b?ar in the form of a depreciated currency. As 
we have «een, paper money was issued by the individual 
Stiites. In addition to this, many of the loan office certificates 
were, contrary to the expectation of Congress, placed in circu- 
lation.^ It is safe to estimate that, at some periods during 
the war, there w^as in circulation at least $300,000,000 of 
jmper money. It will be apparent how excessive this amount 
was, when we remember that, at the time, there were not 
more thiin three million people in the States; while trade and 
commerce on any large scale can hardly be said to have ex- 
isted. 

The specie value of this enormous amount of paper can not 
be determined with accuracy. Hildreth estimated it at 
$70,000,000," a figure which all writers have held to be too large. 
Mr. Bronson has placed it at $53,000,000,^ taking the Phila- 
delphia rate of depreciation as a basis of computation. Tliis 
amount seems to be too large, and Mr. Bronson presents none of 
his data. Jefferson assigned to the currency a specie value 
of $36,307,000.* Bayley*^ accepted this as "approximate to 
the truth;" while Prof. Sumner* says that it has no value. 
The general opinion has been that all these statements over- 
value the paper money. In the following paragraphs an at- 
tempt is made to estimate in a conser^'ative manner the value 
of the Continental currency, and to avoid the danger of placing 
it at too high a figure. Errors of this sort have impaired the 
results of all attempts to compute the cost of the Revolution. 

Since the government's exi)enditure8 in paper money were 
very unequally distributed in the various parts of the country, 

1 Bo)les, L HGO. S61. 

* mstory of the United States, m. 446. 

s Historical Sketch of Connecticut Currency, 150. 
< Works, IX. 259. 

* History of the National Loans. 3^. 

* Financier and Finances of the Revolution, 1. 08. 
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and the circulation of the currency waa comparatively slow, 
there was no general uniformity in the depreciation. The fol- 
lowing table has been constructed from the rates of depreci- 
ation adopted by law in the various States.^ The States are 
grouped according to the extent of the depreciation in each. 
Massachusetts, Connecticut, and New York form the first 
group; Pennsylvania, Delaware, New Jeraey, Maryland, and 
Virginia form the second; while the Carolinas constitute the 
third. In each group the lowest and highest rates of depre- 
ciation in any State are given. For purposes of compariaoDy 
there has been placed in a fourth column the scale of deprecia- 
tion adopted by Congress,' which did not show the real extent 
of the depreciation. In the fifth column are to be found some 
rates taken from the books of a Philadelphia merchant' In 
the sixth are sliown the figures used by Jefferson in his esti- 
mate;* and in the last column are given the highest rates of 
depreciation found in any of the States. These highest rates 
are used in forming this estimate of the value of the money, 
since the object is to avoid an over-statement Such tables 
of depreciation might ejisily conceal ixirt of the truth, and not 
allow for the full extent of the depreciation ; while they would 
not be likely to overestimate it By selecting the highest rates 
In any of the States the ohance of error at this point is reduced 
to a minimum. Mr. Bronson's method of taking the Philadel- 
phia rate as the basis of computation does not differ greatly 
from the procedure here followed, since the depreciation was 
naturally greatest at tlie seat of the federal treasury. The 
method here adopted has another advantage. It is possible 
that even the highest rate found in any of these State tables 
may not always give the full amount of the depreciation. But 
any error bere may be counterbalanced by another considera- 
tion. The expenditures of the government were made in var- 

1 These tables may be found In State Papers, Finance, V. 772 et seq. See also PhUlliM, 
II. 212. 
a June 2S, 1780. See State Papers, Finance, V. 765-771. 
« Phillips, II. 217; Gouire, 11. 
* Jefferson's Works, IX. 259. 
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ious States, and all of tiiem could not hxtve been affected 
equally by the depreciation. In such cases there will occur in 
this estimate an error of undervalnation, and this fact will 
render it improbable that the computation will result in an 
over-statement of the value of the money. 



Jan., !?<<. 

April 

July 

October . . 



Jan., 1778.... 

April 

July 

October 



Jan., 1779 

April 

July 

October 

November 

December 



Jan., 1780... 
March 



Mass., 
CoDD. and 
New York. 


Ponn.,N J., 
Del., Md., 
and Va. 


N. Carolina 

and 
8. Carolina. 


Scale 
adopted 
by Cong- 
ress. 


Philadel- 
phia mer- 
chant. 


Jeflfer- 
son. 


fligh- 

eiit 
rate. 


$1 051 


$1 20-$l 50 


m •••••••• 




$1 25 




$1 60 


1 18 


2 50- 8 10 


$1 0&-S1 50 




2 00 




8 10 


1 25 


2 25-3 00 


1 89- 2 00 




800 


• • • • ■ « 


300 


1 09-$8 75 


3 00^ 


1 89-250 


91 pr. ct 


800 




800 


SI 46-$3 25 


$4 00 


$2 21-^3 50 


68 pr. ct. 


$4 00 


$4 00 


$4 00 


2 03- 4 00 


500-$6 00 


8 17- 4 00 


49 pr. ct. 


600 


600 


600 


803— 4 25 


4 00—500 


854—400 


83 pr. ct. 


400 


4 50 


500 


4 00—5 00 


500 


4 05- 4 75 


21 pr. ct. 


500 




600 


$7 42-$7 96 


$8 00 


$6 00-$7 61 


18 pr. ct. 


$7 00-$9 00 


$8 00 


$8 00 


11 04—11 56 1600-11700 


9 66-10 00 


9 pr. ct. 


12 00-JaOO 


17 00 


17 00 


14 77-15 48 


19 00-21 00 


14 57-15 00 


6 pr. ct. 


18 00-20 00 


20 00 


20 00 


20 80-21 51 


28 00—80 00 


20 40-25 00 


4 pr. ct. 


80 00 


80 00 


80 00 


28 08—24 83 


86 00-88 50;25 96-27 00 


4 pr. ct. 


82 00-45 00 


88 60 


88 50 


25 98-27 41 


40 00-41 50 


80 00-82 88 


8.7 pr. ct. 


88 00-45 00 




41 00 


82984-^115 


$400O-S4200 


S3200-.$8775 


3.3 pr. ct 


$4000-$4500 




42 00 


87 86-40 00 60 00-61 60 40 00-46 59 


2.6 pr. ct. 


60 00-65 00 




61 60 



It will be noticed that these tables recognize no deprecia- 
tion before January, 1777. But it had begun by the middle of 
1776; jKThaps, even a little earlier. Prof. Sumner says* that 
the room for the circulation of Continental money was exceed- 

> This means that Sl.(K) in specie was worth $1.05 in currency. In the fourth column is 
given the percentage which the value of currency bore to the value of specie. Of the 
States in this first group, Massachusetts was the only one that recognized the depreciation 
until October, 1777. 

3 For this month the same rates of depreciation are given In all the States in this group 

» Financier, I. 47-48. 
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Date of Issue. 



1775. 



17:6. 

February 

May 

July and August 

November and December. 



1 



1 1 1 



February . . 

May 

Au^st ... 
November. 
December , 



1778. 



January . . . 
February.. 

March 

AprU 

May 

June 

July 

September. 
November 
December. , 



1779. 

February 

April 

May 

f January and May 

I Say that new issues were. 

June 

July 

September 

October 



Amount. 



$6,000,000 



4.000.000 
5,000,000 
5,000,000 
5,000,000 



5,000.000 
5,000,000 
1,000.000 
1,000,000 
1,000,000 



3, 000, f 00 

2,000,000 

2.000,000 

6.500,000 

5.000.000 

5.000, OiX) 

5,000.000 

15,000,000 

10,000,000 

10.000.000 



Depreciation. Specie Value. 



10,000.0CO 
5.000.000 
10,0(K),000. 
50,000.0001 
40.000.000 
10,000.000 
15.000,000 
15.000.000 
5,0O0,CO0 



November ' 30,050,000 



$241,500,000 



At par. 



At par. 
1.25 
1.25 
1 50 



8.10 
3.00 
3.00 
4.00 
5.00 



5.00 
6.00 
5.00 
5 00 
5 00 
5 00 
5 00 
O.OD 
8 00 
10.00 



17.00 
20.00 
20.00 



$6,000,000 



4.000,000 
4,000,000 
4,000.000 
3.330,000 



Total 
Specie Value. 



1,600,000 

1,660,000 

330.000 

250.000 

900,000 



600,000 
330,000 
400,000 
1,800.000 
1,000,000 
1,000,000 
1,000,000 
2,500.000 
1,250.000 
1.000.000 



5!>O,000 
250,000 
500,000 



20.00 

24.00 

24.00 

:;8.00 I 

41.00 

50.00 



2,000.000 
410,000 
620.000 
390,000 
120,000 
400.000 



$>j.000,000 



15,330,000 



• • • • 



4,040,000 



• • • • < 



10.880,000 



5,270,000 



$41,020,000 



1 A part of this iH««ue was for the purpoH-? of exehanj^infr earlier emissions of May 20. 
1777. and ApriJ 11, irr**. S*»« Journal of Congress, May 7. I77i>. Tliesn two Issues amounted 
to $10,000,000. and accordingly we have placed the new issue at $40,000,000. 



13S BULLETIN OF. THE UNIVERSITY OF WISCONSIN. 

The foregoing table allows for f 10,000,000 of exeliaiiges of 
new bills for old. The amount of other withdrawals can not 
be ascertained with any certainty. In the address of Septem- 
ber 13, 1779, Congress stated that f 159,948,000 of the bills was 
then emitted and in circulation. Xow the total amount of the 
issues authorized previous to tliat date was $201,500,000; and, 
if this statement of Congress is to be tinisted, it would seem 
that ?41,500,000 of the earlier issues had been withdrawn or 
never placed in circulation. The Journal of Congress enables 
us to account for only $10,000,000 of withdrawals. If we fol- 
low the statement of September, 1779, we must deduct 
$31,500,000 more from the total of the emissions. These with- 
drawals, or failures to issue the full amount of notes authorized, 
could not have occurred before 1779 because the statistics of 
the advances made at the treasury' from 1775 to the end of 
1778 show that all of the $101,000,000 of notes authorized dur- 
ing tliat time must have been in use.^ If we assign to the 
$31,500,000 withdrawn or never issued the depreciation of ten 
to one which prevailed at the time that the first issues of 1779 
were authorized, we shall have to subtract $3,150,000 from the 
estimate of the specie value of the bills of credit actually is- 
sued. Thus the estimate of the total income from the Conti- 
nental paper money will be $37,870,000, if we accept as cor- 
rect the statement of Congress regarding the amount of bills 
in circulation in September, 1779. This is a question which 
we have no means of determining, but it w^ould seem to be 
saie to place the specie value of the money issued at not less 
than $37,800,000; while, if the statement of Congress is re- 
jected, the estimate would be $41,000,000. In other parts of 
this work it is thought best to use the smaller estimate, which, 
it would seem, does not overstate the income derived bv Con- 
gress from this source. 

At the opening of 1780, when a dollar of the paper money 
was worth less than two cents. Congress was obliged to admit 
the fact of depreciation. Up to this time, that body had re- 
peatedly pledged the public faith to redeem in full every dol- 

1 See Elliot. 10 and 11, for Hamilton's statement of the advances at the treasury. 
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lar of the paper; but in March.' a resolution was passed which 
provided for the redemption of the bills of credit at one-for- 
tieth of their face value. In order to draw in the old bills 
a tax of ?15,000,000 a month for thirteen months, payable in 
tlie old emissions, was levied upon the States. In payment of 
this tax, silver and gold were made receivable at a ratio of one 
dollar in specie to forty in currency. As soon as paid in, the old 
money was to be destroyed, and replaced by bills of a new 
emission. These new bills were to be issued in an amount 
not exceeding one-twentieth of the face value of the old issues. 
Six-ten tlis of these new emissions were to go to the States, and 
the rest were to be at the disposal of the United States. The 
new bills were to be redeemable in specie within Ave years, 
to bear interest at five per cent, and to be recei^iible for taxes 
at the same rate as specie. 

Obviously this was au act of practical repudiation. The 
bills were first declared to be worth only one-fortieth of their 
nominal value; and then were made receivable only in pay- 
ment of an extraordinary tax, imposed for the sole purpose 
of withdrawing them from circulation. It may be true that 
this action was inevitable, and that Congress had good reason 
to desjtair of its ability ever to redeem the notes at their face 
value. It certainly is a fact that it was beyond any human 
power to repair the losses suffered by those i)ersons tlirough 
whose hands the money had at first passed; and that the at- 
tempt to redeem the notes in full would have resulted rather 
in benefiting speculators than in compensating the original 
losers. But these extenuating circumstances do not alter the 
fact of repudiation. The real purposes of the resolution were, 
to reduce the volume of currency to a reasonable amount, to 
provide the States with money which should enable them to 
meet the requisitions of Congress, and to supply the general 
government with additional funds. These ends were not fully 
realized from the measure on account of the partial non-com- 
pliance of the States with the requirements of the resolution 
ordering the tax. The billa of the "new tenor" soon depreci- 
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ated, bnt they continued to circulate until after 1790, when 
they were received in subscription to the stocks created in 
order to fund the national debt. From the report of May 11, 
1790, it appears^ that about $4,000,000 of these new bffls 
was actually issued. Of these the ji^overnment received 
11,592,000 as its proportion, of four-tenths.^ 

After this time the old notes disappeared from circulation 
and specie quickly re-appeared.^ Under the requisition of 
March, 1780, $119,400,000 of the notes was Anally paid in and 
destroyed. In 1791 it was estimated that $78,000,000 wa« 
still outstanding. Under the funding act of August 4, 1790, 
$6,000,000 of this amount was funded at the rate of one cent 
on the dollar.* The rest seems to have remained in the hands 
of people who held it after the time fixed by the funding 
act hoping that ultimately the notes would be redeemed in 
full. 

Such is the history of the poj^er money of the Revolution. 
The loss inflicted ujwn the people of the United States by its 
depreciation can never be fully estimated. Of course the de- 
preciation amounted to nothing less than a tax upon those who 
were unable to protect themselves from such a loss; and, mani- 
festly, this was a tax of the most unjust and objectionable 
sort.'^ But whatever the loss, and whatever the injustice 
caused in this way, the fact remains that the issue of the i>a- 
per money made possible the successful termination of the 
struggle undertaken against Great Britain. By this means 
Congress was enabled to carry on the war from 1775 to 1780, 
a period during which all other sources of revenue would have 
furnished only a small part of the needed resources.® "How 
else could the war have been carricni on?'' 

Those writers who condemn /// toto the issue of bills of credit, 



* state Papers, Fluance, I. 54. 

2 On the character and effecU of this act of March, ITSO, see Ramsay, II. 312; Bolies. I., 

185. 
» See Sumner, 1. 98-100. 
« Elliot, Funding System, 12. 
*See Sumner's Hamilton, 151. 

* Further light is thro\rn on this subject in the discussion of loans and taxation in the 
following chapters. 
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have generally fallwi into the error of blaming CoDgress for 
not doing something tliat lay wholly beyond its powers. Thns 
Mr. Bronson, in asserting that taxation should have been in- 
atitated from the start, and that independence was won, not 
by paper money, but rather in spite of it, says, "A firmer will, 
with a greater readiness to make sacrifices, would have opened 
a way." But the "greater readiness to make Bacriflces" did 
not exist, and Mr. Bronson's criticism falls to the ground. Had 
"a firmer will" been shown, Inid Congress attempted to levy 
taxes in 1775, the way would have been effectually closed, and 
not opened. Bach a course would have occasioned a popular 
outcry that would have destroyed the authority of Congress, 
and rendered impossible the continuance of the war.* 

But the experience of the country with the CoDtinental bills 
of credit was sufficiently bitter to serve as an effectual lesson 
of the e\il8 attending an irredeemable paper currency. It 
is true that, after the close of the war, the paper money mania 
again broke out in certain States; bat, by 1787, we find in the 
Federal Convention an almost unanimous opposition to lie 
proposition to allow either the general government or the 
States to issue bills of credit.* 

An overwhelming vote prohibited ttie States from issuing 
paper money.* In the first draft of the Constitution the na- 
tional legislature was given the right "to emit bills on the 
credit of the Tnited States."* But the Convention, by a vote 
of nine States to two, decided to strike out this clause, after a 
debate that showed conclusively that it was intended to pro- 
hibit absolutely the federal government from issuing such 
bills' All the evidence shows that the members thought 
that this purpose was accomplished. 

This was never qncstioned during the lifetime of the men 

'CoiiiiwratbeconsldirattoinaJTaDoed on pp. IIH 123, ISS. 

' Curtift. Hlewry ot the ConstituUoQ. n. XSH, S30. SCt: Baucroft, History of tbe Cnitad 
sum, VI. iri-ire, SOS-!«W, Plea for tbe CooMiliition. Part HI.; Flake, Critical Period, 

* Elliot. Journal of the ConTcntlon. STO: Oilplo. Madlcon Papere. 1443. 1443. 

• ElUot. SX; OilplB, ISSU. 

•8ee Elliot, 2U: au^ii. 1MM34B; BaDcron. Plea for tbe Confutation, 44 et aeq. 
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who witnessed the adoption of the Ckxnstitution. For seventy- 
five years "no suggestion of the existence of such a power to 
make paper a legal tender can be found in the legislative his- 
tory of the country."^. In the dark hours of a civil war legal 
tender paper was again issued by Congress; and, twenty years 
later, the Supreme CJourt completed the undoing of the work 
of the Federal Ck)nvention by declaring such issues constitu- 
tional even in time of peace.^ The wonders of modern con- 
stitutional interpretation enabled the Court, twice altering its 
earlier decisions on this subject, to reject contemporary testi- 
mony, to brush aside a weight of legal authority undisputed 
for nearly a century, and to hold that the f ramers of the Con- 
stitution either did not give expression to their real intentions, 
or failed to embody them in effective constitutional provi- 
sions.* 

iSee speech by RoACoe Conkling, Coiii^ressional Globe, Secoud Session of XXXVII* 
Concnress, 6^4, 1861-1802. 

) Julliard V. Greenman, 110 U. 8. R. 421. For the earlier decisions see Hepburn v. Gris- 
wold, 8 Wall. 603; Knox v. I>je, 12 Wall. 457. 

• For this change in constitutional interpretation compare Cooley. Principles of Con- 
stitutional Law, first edition. 80, with the second edition, 82-83. The most noteworthy 
attack on the decision of the Court is that by Bancroft in his Plea for the Coustitut ion. 
The legal tender decisions have been defended by Miller, Lectures ou the Constitution of 
the United States, 135-144, 524-531; McMurtrie, Observations on Mr. Bancroft's Plea; 
James, The Legal Tender Decisions. This last work contains, on p. W, references to dis- 
cussions in law journals. 
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CHAPTER II. 
REVENUES OF THE GOVERSMEXT (Continued). 
(1!) Domestic and Foreign Loawi. 

BIDLIOnRAPIlY. 

American Sffte Papers, Fut'ince, I. ; Bancroft, History of th 
United Stales, IV. and V. ; BoHcs, FitmnvUfl ITialory of the United 
States, I. and II,; Bayley, Ilinturi/ of the Xutionul Loans ; Cir- 
court, Ilisloire tie l' Action Commune <le In France et de tAmer- 
iijue, SCO " Conclusions Historiqties ;" Donlol, Histoire de la 
Farticipittion de la France d V Etal/lieaement des Etals Unis d Amer- 
iqne; Elliot, The Fundiny System; Gallatin, Sketch of the Fi- 
nances, Writings, III. 121-127; Hale, Franklin in France; Hil- 
dreth. History of the United States, III. and lA*. ; Journals of 
Congress, 1775-1788; Pitkin, History of the United States. I. 
and II.; Ross, SinAiny Ftmds; Schouler, History of the United 
States, I. ; Sparks, Dijtlomatic Correspondence of the American 
Revolution; Statutes at Larye, I.; Sumner, Financier and Fi- 
nances of the American Revolution. 

Section I. — Domestic Loans and Indebtedness. 

In 1775, when the second emission of paper moner was pro- 
posed, Franklin urged Congress to borrow the necessary 
funds,^ rather than resort to anotlier issue of bills of credit. 
This suggestion, however, was not followed. As a temporary 
body. It would not have been easy for Congi-esa to secure a 
loan; and it was not until after independence lind been de- 
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only piirtiaily successful. Tlie total oiuonnt of money aecwred 
through, the loan offices was aa follows:^ 



p..,«„ 




Specie ViiluB. 


October, HTU. to S*pteml«r, irTT 


3.15B.0UO 
M.gW.OOO 


2,13fl.lXW 














than 


iia.TN 









The specie value of the bills of credit paid to the govern- 
ment uuder these loans was tised by a resolution of Congress 
of April 1» and June 28. 17S0. The holders of the loan office 
certiflcjites were to be paid the specie vaiue of the certificates 
at the time of their iseue, the rate of depreciation being de- 
termined by the table which has beea already given.* As 
we have seen, this table does not show the full amount of the 
depreciation; and consequently the hotdei-fi of the loan certifi- 
cates lost nothing by the action of Congress in repudiating the 
paper money. Since the table of the amounts of money loaned 
the government has been based upon the scale of depreciation 
established l)y the act of 17S0, it is evident that the specie 
value of the total loiins has been placed at -too high a figure. 
But it is, of course, impossible to correct the estimate, which 
must, therefore, Ite taken as given by Hamilton. 

Besides these regular loans, the financial exigencies of the 
government led to the conti-actiou of other forms of domestic 
debt. Congress authorized quartermasters, commissaries, and 
other ottieers to issue certificates of indebtedness for supplies 
taken for the army and for other debts contracted. As was 
to be expected, this loose system led to widespread confusion, 
and even corruption.* Mon'is opposed it as "extremely waste- 
ful and expensive," and sought to obtain supplies by contract, 

I See St«te Papers, Finance, I. S7; Elliot. H. 

■ See p. 1S3. 

>BseBolle«,I. l!8I«tBeq. Sumner, noaucier, I. £7% KS. 
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a reform which. Congress, in 1781,^ allowed Urn to institute. 
In other instances forced loans had been authorized, and re- 
ceipts given for supplies thus seized by the aniiy. In all these 
ways there had been issued by the close of the war a large 
number of certificates of indebtedness. Hamilton, in the 
statement of the cost of the war* that he made in 1790, 
placed the total outstanding obligations of this nature at 
f 16,708,000. This agrees very closely with the items of this 
character included in his statement of the domestic debt in 
his report of January, 1790.* 

In 1782, upon the recommendation of Robert Morris,* Con- 
gress attempted to fund the domestic debt, and to provide 
means for its extinguishment.^ Although Congress had re- 
solved in 1781® to have the domestic debt reduced to its 
specie value, little had been done in this direction; and the 
work of settling the accounts of the States and of individuals 
w ent on very slowly. In December,' 1782, Congress i>a8sed a 
resolution to the effect that any surplus above the sum neces- 
sary to jxiy the interest on the whole of the national debt, 
that should arise from the funds granted by the States for 
that purpose should foim a sinking fund to be appropriated 
to the payment of the principal of the debt This resolution, 
however, was of no value, as the national finances were not 
in a condition to make a surplus probable, or even possible. 

Early in the following year,® Congress resolved that any 
attempt to pay the principal of past debts would obstruct the 
service of the government; and that all efforts should be con- 
fined to providing for the payment of interest. Three months 
later,** however, after protracted consideration of the finan- 

» July 10. 
« Elliot, 10. 

"State Papers, Finance, I. 27. Elliot. 53. Compare the Rtatements of debt jriven in 
Journals of Compress for April 'J9. 1783. and April 27, 17S1. 

* Bparlws. Diplomatic Correspondence, XII. 211. 
» Se<.» Riv.8, 85-28; BoUea, 317-319. 

• May 22. 

^ Deceml)er 10. 

* January 30. 

• April 13. 
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cial situation, an act was passed wMch would have gone far 
towai'd making adequate provision for tiie debt, if ttie States 
had only been willing to invest Congress with the necessary 
authority. According to this plan, the national government 
was to have the i)ower to levy imi)ort duties for a period of 
twenty-five years; while the States were to le^'y si)ecial taxes 
amounting to |1,500,000 annually. The revenue from these 
sources, together with the proceeds of the sales of the public 
lands ceded by the States, was to be applied to the payment 
of the interest and principal of the debt Through the oppo- 
sition of Rhode Island this measure failed, and it remained 
imix)9sible for the Congress of the Confederation to make any 
provision for the payment of the debt. After March 1, 1782,^ 
it became impossible to pay even the interest on the loan office 
certificates. For these arrearages of interest, indents, or cer- 
tificates of indebtedness, were issued by the loan oflicers.^ 
These arrearages continued to accumulate until 1789; although 
Congress, by making the indents receivable for taxes, con- 
trived to draw in a portion of these obligations incurred for 
interest. 

From Hamilton's report of January, 1790,* has been taken 
the following statement of the domestic debt, as it existed on 
March 3, 1789: 

Debt registered on March 3 $4,598,462 

Outstanding certificates of indebtedness 12,349,419 

Loan office certificates 11,219,523 

Debt due foreign officers 18G,427 

?28,353,832 
Deduct money received from sale of lands 

and other property* 960,915 

Total principal of domestic debt $27,392,917 

Arrearages of interest to December 31, 

1790' 13,030,168 

Total domestic debt $40,423,085 

> See resolutioo of September 9, 1782. 

s See Bolles. I. 288. 

« State Papers, Finance, I. 27-28 Elliot. 53, 55. 

* See p. 170. 

•Hamilton jcives the arrears of interert up to 1791. Gallatin computes them up to the 
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Before leaving this subject, it is necessary to refer to the 
transactions of the government with, the Bank of North Amer- 
ica. Robert Morris secured valuable assistance from this 
institution, which supplied the treasury with considerable 
sums of money duinng 1782 and 1783.^ All of these loans 
ran for a short time only, and were soon repaid, so that the 
income received fi*om this source was of a very temporary 
chai'acter. From the Rei)ort of 1790- has been taken the fol- 
lowing statement of these transactions: 





Amounts 
Borrowed . 


Kepajrraenta. 


17d2 


SJ»2»,8iW 4^ 


SHG5,«M.d8 


1783 


$34!).55M IS 


$388,981.01 


1784 




Balance rppaid. 


Total 


3il.i»7C.?i43 55 





Of these sums, the Bank of North America furnished 
1^1,249,975.59, and the so calked National Bank, ?22,8GG.9G. 



Section If, — Foreign Loans, 

In the first years of the war the colonies had naturally 
sought aid from those European powers tlmt wore likely to en- 
tertain hostile feelings toward Great Britain. It was not until 
Febniary G, 1778, that a formal treaty of alliance was con- 
eluded with the French government; but, in both of the pre- 
ceding years, aid was secretly furnished by Finance. In 1776 
the first subsidy was granted to the United States,* and the 
follo>\ing year the first loan was obtained from the French 
^^armers general/'* It was on the strength of the foreign 

end of 1789, and places them at $11, 4'.^3,>^S. His statement of the principal of the debt 
differs slifrhtly from that of Hamilton. We have follow«Hl Hamilton, since he preseots 
best the different parts of the ]>rinoipal. See Oallatin's Writinf^, III. 1S6. 

1 See Sumner. II. 21-85. 183-11«; Bolles, I. 100-101, 273-275, 241. 

s Banker's Magazine, 1860, 5*^2, 583. 5$5. 

» See Bayley. 2J»9-304. 

* Bayley. 104. 805. 468. 
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loana that Congress voted^ to draw billa of exchange on the 
American comniiasioners in Paris for tlie pavment of interest 
on the domestic debt. Up to March 1, 1782, when interest 
pajinents ceased, ?1,6(J3,992 had been applied in this way,* 
In 1778 a new loan was secured in Fi-ance: and, during the 
next four years, considerable sums were received from that 
oountry,' In 1781 a small loan was obtained from Spain; 
in the next year a loan was secured in Holland; while in 1783 
another was advanced by France. Thus from 1777 to 17>*3 
foreign loans yielded the following amounts, by years i' 

1777 $181,300 

1778 544.D0O 

1770 1S1.500 

17S0 72(J.«00 

1781 1.8fifi.5G« 

1782 2.«57,451 

1783 l.(J73,000 

?7r830,317 
Of this amount, Prance funiished $0^152.500; Holland, 
J1.304.00n; and Hpain. $174,017. A large part of this money 
was expended in France, and never passed through the treas- 
uij. Hamilton placed this amount at $5,000,000;° but this 
estimate must include 8<mie part of the French and Spanish 
subsidies," as well as the loans jiroper. The accounts of the 
government^ sliow that, fi-om 1781 to tlie end of 1783, 
$574,521 In 8p<.'cie was shipped to tliis country; while bills 
of exchange were drawn to the amount of $3,003,077. TMs 
includes, however, an overdraft of $350,000.* As we have 
seen. $1,003,000 of these sums brought into the treasury went ' 
to pay the interest on the loan office certificates; and the rest 
was devoted to defraying the expenses of the war. 

' Seplflinb*r 0, 1777, 

'See Stale P«TJ«ra. finance. I. S8, 
'_ * For Ihe history ot these loam see Biijley. 303-tll, S33-3W. 
7 • This luble i( takvti trotn Ba)-le>'. -ICH. 

r '111101,10. Cf.Jounialot Congrew, SeptemWrSO. 17«8. 

•See pp. IGMM. 

> See Report ot ITM. Banner's Mainline. 1800, 591-5d3. 

• See Bay ler, 3I1-81V. 
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Section in.—Tlie Debts of the Slatet. 

A view of the Revolutionair finances is not complete with- 
out some meotion of the debts contracted by the individnal 
Btates in tbeir efforts to meet the financial burdens thrown upon 
Uieni by Oongresa. So far as these debts were incurred for 
this purpose, they find a legitimate place in a discussion of 
the national finances; the more ao, since tliey were ultimately 
aB8umed by the United States. 

Reference has bt-en made elsewhere to llie diiliculties en- 
countered by the States in establishing effective systems ot 
taxation. For this reason they wei-e obliged to incur debts in or- 
der to meet the obligations imposed upon them by the general 
government during the war. These debts were of a varied 
character, consisting of loans secui-ed at home and abroad, 
bills of credit of the new tenor that were still unredeemed, 
State paper money, State notes issued to meet the expense of 
equipping militia and for t>alances of pay due to the armj, 
certificates of interest on the State debts, and various ofier 
obligations.' Their total amount was estimated by Hamil- 
ton at f25.000,000.^ The funding act of 1790, which provided 
for the aasumption of these debts by the United States, stipu- 
lated that none of these obligations shoiild be assumed that 
should appear to have been issued for any other purpose than 
the prosecution of the war; and limited the amount of the 
assumptions to f21, 500,000.* After the debts were finally 
adjasted on this i>asis, $18,271,787 was assumed by the na- 
tional government.* It is probable, therefore, tliat this last 



IbemMtl. 700.277. Thl* difference Is no cooiideralite Ibat Jt set 
older nateoKint. OsUatln ssrotliat the BrrvurB were about 11, rW.C 
UbiMbeeDiiuponlbJeUieipl-ia, See OsllUIn, Writlni^ 111. 124. 

tSra SUM Papers. Flnaace. I. S8-3I; Bollea. II. M; GoJIaCla. UI 
■ub}«n we nUdreth. IV. l&S; Scboulcr, L tSNISa; Bolles. Q. 33-2S. 

• 9Ute PapETa, Flnuiw, I. 13. 

■Sutuleaat Larsf^I. Aeiof AuKUSt4, 1790, wotloa 13. 

• Sec QsllMln, SkBtcb ot Fioaocea, Table SV., Wiitlogi. m. 
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figure represents most closely the amoimt of State del 
tracted for the purpose of carrying on the war. la t] 
Bettlemcnt of the acconnts, however, certain balanct 
to those States which had paid to the goremment nux 
their share of the expenses of the war, were added t 
debt8;andthe total amount of assumptions was tbraa n 
121,789^70. 
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CHAPTER III. 
REVENUES OP THE GOVERNMENT (Continued). 

(C) Taxes. 
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In the discnssion of the early issues of the bills of credit, 
it was pointed out that, although the Congress of 1775 was a 
revolutionary body, it was impracticable for it to attempt to 
levy taxes. The whole history of taxation in the colonies jus- 
tifies this conclusion. 

Up to the opening of the Revolution, there had been' little 
occasion for an extensive system of taxation. The whole ex- 
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penae of the civil establiBhments of the colonies could 
have exceeded (300,000 a year,* aod a portion of 
expenditures was met hy other means than taxes.* 
more th;m this, the economy of the colonies waa rd 
Isolated, and comparatively few social ties existed. 1 
the enforcement of coutructa and the settlement of dj 
by law, individuals received few tangible benefits fw 
coloniiii governments; and were inclined to look up< 
colony as an external force which, entered into the life 
local units only for the puq)ose of collecting money. I 
still, the payment of taxes usually called for money, of 
the people in the rural districts had but little. AH tbt 
cumstances made it ditllcult even for the State gOTeix 
established after 1775 to institute State taxation on a 
commensurate with the needs of the time. 

In view of these facts it is not strange that Congrei 
fiiderod it inexpedient to attempt to tax the colonies. '. 
instructions given to Franklin in October, 1778,* Co 
explained that in 1775 America had never been taxed h) 
or for a long period of time. Also, it was stated that 
the contest waa upon tlie very question of taxation, the 
sltioa of taxes, unless from the last necessity, would 
been niadneaa In thia position Congreas would seem td 
been justified, llie habit of paying taxes is not <*n i>i 
quired or quickly fonned, as the history of our own and 
countries has repeatedly testified. Indeed, it is not In 
able that the attempt to impose a burden of war taxatloo 
the colonies in 1775, might have led to the overthrow t 
Congress itself. 

But the necessity of taxation by the States was eari 
predated by Congress, which exercised whatever influei 
possessed in this direction. The first bills of credit en 
were apportioned among the colonies, and Oongreai r 
mended that the provincial assemblies ahould provide Iq 



BULLOCK FINASCEB OP THE TJMT£D BTATEB, 1775-89, 153 

ation for sinkiog their respective quotas of the notes.' This, 
of course, amouDted to an indirect attempt to levy a tax. 
A^ain, in JaEuary," 1777, the State legislatares were urged 
to make provision for drawing in the paper money already 
issued, and to raise by taxation during the year and send to 
the Continental treasury such sums of money as they could 
collect. 

But, aa the year wore on, and the bills of credit began to 
depreciate to an alarming extent, the necessity of taxation for 
the general government became more apparent On Novem- 
ber 15, the Articles of Confederation were passed by Congress, 
and sent to the States for ratification. The Articles pro 
Tlded^ tliat Congress should apportion among the States, on 
the basis of the value of the land and the improvements 
thereon, taxes that shonld be levied by the State govern' 
ments. With the necessity of taxation thus recognized, Crai- 
gress proceeded to make its first formal requisition on the 
States,* in advance of the acceptance of the Articles of Con- 
federation. The States were asked to furnish $5,000,000 dur- 
ing the year 1778. This sum was not accurately apportioned; 
and it was stipulated that the amounts paid under the requi- 
sition should be considered as loans, until an assessment of 
the value ofthelandandbnildingsineaohof theStatesshooM 
make possible an exact adjustment of their respective quotas. 
Congress also ui^ed that the State issues of paper money 
flhonld be withdrawn; and that, in the future, State expenses 
should be met by taxation. The wisdom of these recommen- 
dations is manifest, and they show conclusively that Congress 
had a tme appreciation of the needs of the situation. But^ 
unfortunately, as the power to enforce these measures was 
lacking, they proved to a great degree ineffectual. 

From this time on the aysteiM "if requisitions was continued 
iintil the end of the ConfederiUion. On the whole, the lack 



1 Jounul ot CoDgrees, Jul; Si, 1779. 

*3tiUnaryU. 

*See p. ItO. 
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of political orgatiiziition imd vitality made it a signal f) 
altlioii^li tlie Statts did render tlie general goTcrnmen 
Biderable assistance. Itut llu-y were inclined to depend 
Con(rr<.'a«, rjitlier tlian ujwn their own efforts, when it ca 
raiHin); funds for the conduct of the war; and this, too. 
they it'taiiied in their own luinds the exclnaive right t' 
taxes. Further than tliia, time was required to devel 
fective HysteniH of taxation where none had previously ej 
and the occupation of jtarls of iht^ country hy the British 
the oolleclion of taxes all the mure difficult. As a resu 
hurden of State taxation was very unequally distribntet 
this fact uuide even the small sums that were raised 8 
extremely hurdensome to many of the people upon who 
taxes fell. In addition to all this, sparse population and 
dev<'loi>iiiont of trade made the co«t of collection very 
All things consid(?red, therefore, it does not seem surp 
that the States faile<l to supply the large sums called ; 
the nnitls of Congress increased. 

\Vliile tlie States were strufjgHng w'ith fliese diffici 
CongresH was finding it imjMissihle to secure a sjitisfacto 
portionnient of tlie reqiiisilionB. Complaints' were 
continually ihat the amounts assigned to individunl I 
were unjustly apportioned, and various attempts were 
to secure an accurnte assessment. A resolution adopi 
Octoher, 177!),= providinl that all sums paid hy the ( 
ahotild continue to be jKiwsed to their credit, and consi 
as loans to the goveniment, nntil a satisfactory asseft 
could he made on the Imsis of the value of land and tl 
provements tliereon. 'With each new requisition this i 
tion was n'-enartcd;" and no adjustment of the biirde 
taxation was secured unlil 171)0, when the accounts < 
States were finally settled hy the acta of Angust i and 5, ^ 
prorided for the funding of the national debt.* Inde 

1 Cf. JOHmiil of tJongrvm. Si-pteiiltwr 111, ITKJ. _ 

• Octubrr G. C(. <U»» tlw rvxoluClou of S'ovi-nibi-r ii. 1~7. 

» F.. g. Juunuil of eoDKiww, AuRuM SU. ITM. 

*See Stotuuw at Lnrxi-. I. Abo IlamUtoti'a Kinmrt of ITIM, BtaM Fapan, ] 
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would have been practically impossible to apportion taxes sat- 
isfaciorily on tbe baais of the value of the land and impi"ove- 
ments iu each State, as required by the Articles of Confeder- 
ation. In 1783' Congress vainly attempted to amend the 
Articles so as to admit of an apportionment of taxes on the 
Imsis of population, in the census of which thi-ee-fifths of the 
slaves should be included. It was partly in view of the ex- 
perience of the old Contn-ess that the Federal Convention of 
1787 rejected the old method, and provided for the apportion- 
ment of pepresentatives and direct taxes on the basis of pop- 
nlatlon,' 

It seems likely, also, that the sums which Congress de- 
manded were sometimes excessive. This fat't not infrequently 
caused the States to despair of their ability ever to raise the 
fall amount of the requisitions." At any rate, payments 
came in very slowly, and Congre^ resorted to all kinds of 
efforts to secure a prompter compliance with its recommenda- 
tions. Addresses were sent to the States urging the neces- 
Rity of immediate paj-ment of the taxes;' requisitions were 
made in stricter terms, and interest was to be charged on all 
deficiencies ;' special ap[>enl8 were made to certain states;* 
the Continental treasurer was directed to draw upon the States 
for sums remaining unpaid;^ and. Anally, Congress attempted 
to throw some of its obligations upon the States,* All these 
efforts, however, generally failed to accomplish their pur- 
poses. In 1780, when the iesnes of paper money weie ex- 
hausted, the States were called upon' to furnish supplies of 
com, wheat, flour, etc.; but this system of specific supplies 
proved so wasteful that it was finally abandoned." 



■ April 18. 

»8ee3<»li«in Papers, 8(H. 1089. lOW. 

•SeeBamllMii In Utdlaao Papers. 38S. Aim Journal o(Coi 

• See resolutions oF Uajr H, ITTB, Bod September 13, 1770. 

• October t. 177B: Sepiember Ifl, 1786. 

• Juiurf n, ITSI; Uny ia. i:bd. 
'HayStlTsl, 

■ ICo*embar M, Decemher 10, 17S1. In these cases Conitress 
l« tor vqiilppliie soldiers lor the Cuntlnaaial arm)-. 

r, ITTB: Fel)niatT25. iraO; Nowtuber^. I7P0, 

r. I. chap. 11. Also HaiiiiltoD. Bistoiy of Repul 
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The fatal weaJoiess of the Articles of Ck>nfederation, whidi 
left in the hands of the States the sole power to collect tazen, 
was apparent long before the Articles finally went into effect in 
March, 17S1. In February^ of that year Congress sought 
to obtain from flie States the power to levy a five per cent 
duty on imports. While this resolution was pending, the at- 
tempt was made to combine with this proposal a request for 
I)ower to supervise the commercial regulations of all the States. 
Bejecting this idea, however, Congress decided to ask simply 
for the right to establish effective national revenues; and it is 
worthy of notice that, under the Confederation, all other at- 
tempts to join commercial regulations to revenue measures 
met with a similar fate.^ But this recommendation of Con- 
gress failed of acceptance, largely through the opposition of 
Bhode Island. This State based its refusal on the claim that 
the proposed tax would bear with undue weight upon the com- 
mercial States, and would give to Congress jpowers which 
might become dangerous.' 

By this time* Bobert Morris had been called to administer 
the national finances. Basing his policy on the necessity of 
taxation, he urged from the outset the adoption of a system 
of import duties and other taxes.' Early in 1783, with, the 
condition of the finances becoming more and more precarions. 
Congress renewed* its efforts to secure the authority to de- 
rive a revenue from customs duties. The States were asked 
to grant the government a five per cent duty on imports with 
a few higher si)ecific duties on certain articles of luxury. Con- 
gress conceded to the States the right to appoint the collectors 
of these revenues, which were estimated as likely to amount 
to 1915,000 annually, and were not to continue for a longer 
period than twenty-five years. At the same time the States 

1 February 3. 

•See Hill, 99. 

> See Journal of Conprress, December 12, 17H3. On thin whole tubject see Hill, Eariy 
Staines of TariffSPolicy, 99-102: Sumner, Financier, H. e<MW; Bolles, I. 292 et leq. ; Curtlt, L 
17»-180. 

* February. 1781. 

* See Sparks, Dip. Correspondence, XII. 211; Sumner, Financier, XL 70. 

* April 18. 
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were requeated to furniah the government with, ^1,500.000 a 
year nuder the old system of requisitions. But this effort met 
with no Ijetter success tlian the earlier one had experienced, 
although sach men aa Morris, Hamilton, Madison, and ElU- 
worth devoted their energies to the attempt to persuade the 
States to make the necessary grant of power,^ 

Three years later the project was renewed,' and the States 
were asked to coasent to the establishment of the general sys- 
tem of revenue recommended in 1783. Again a negative an- 
swer was received; and, after this, the attempt was ahandoned. 
!Not until 17S0 was the Jtational government able to assess 
and collect the taxes necessary to its support. 

The history of the requisitions made by Congress ia both 
interesting and instructive. The sources of information are 
in some particulars conflicting, owing to the confusion that 
existed in the accounts of the old government; but the most 
important facts can be ascertained with considerable accuracy. 
First among the sources come the Reports of 17S5 and 17ri0. 
These do not include all the money expended in Europe,' 
but they do give an account of the financial transactions car- 
ried on in j\jnerica. Xext, there is the rei>ort made by Hiirn- 
jlton in May, 1790, on the "Money received from or paid to 
the States."* In this the old accounts are cleared up us far 
aa possible. But, in the final settlement made by Hamilton, 
the States are credited with, certain sums that do not appear 
on the earlier accounts; and, as a result, the statements of 
this report do not agree in some respects with, the Report of 
1785 and the Report of 1700. Finally, we have various 
reports made by committees appointed by Congress to consider 
financial questions. These frequently conflict with each other, 
as well as with the other documents mentioned above; and 

■ See Journiil of Congresi, April 31. far addresa seal lo the pKjpli? ot the Vnittil SioLei 
See tUdlMO Papers, lS7-4e7. tor dsbates la ConereBs. See Bumiwr. Bill, Curtly and 
BoUm. 49 kbove. 

> Apni in, iTse. 

• E. g. The Report of ITW makes no menHon of the Dutch loan ot ITST, wliEcli iraa used 
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present some discrepancies which it is impossible to explain. 
Yet, they have a certain value for our purpose. 

The first four requisitions were payable in paper money, 
and were as follows:* 



Datk of RE<2ri8rnox. 



November 22, 1777 
January 2, 1779... 
May 21. 1779 .... 
October 6, ITTU * . 
Total 



Amount in paper 
money. 



$ 5.000.000 
15. 000. 000 > 
45.000.000 

ao. 000. 000 



S95, 000,000 



Specie value. * 



I 

/ 



$2,159,961 

2.012,500 

8Sfi.491 



|5.054.9» 



The payments on these requisitions amounted to 154,667,000 
in currency, of which the specie value was ?1,856,000, accord- 
ing to the scale of depreciation recognized by Congress at 
the time of payment.^ 

The last of these requisitions was made on October 6, 1779. 
By the resolutions of February 27 and March 18, 1780, this 
requisition was amended; and was made to serve as a means 
of withdrawing the bills of credit from circulation. In the 
final resolution of March 18, the States were asked to paj in 
115,000,000 of the bills monthly until April, 1781; and all 
paper paid in after March 1, 1780, was to be destroyed. Of 
the $180,000,000 of currency thus required, $119,400,000 wa« 
paid in.* For this the States Avere credited with payments 
of $2,989,000 in specie, this amount representing one-fortieth 
of the face value of the bills of credit.^ 



1 On all requiHitfons see Journals of Congnan of the dates given; also Hildreth, m. 
article on "Requisitions'' in the index. 

* The specie value is taken from a report by Morris, quoted by Sumner* Financier, L 
279; also in Sparks, Diplomatic Correspondence, XI. 447. 

* Congress also called for $6,000,000 a year for eighteen years, but no notice teems to 
have been taken of this amount. 

* This requisition was amended by resolution of March 18, 1780. which is next discuMed. 

* See State Papers, Finance, I. 55, 69-03. Also Elliot, 70, 77-83. Of course, this 
of depreciation resulted in an over-valuation. 

« See State Papers, Finance, I. 58, 59; Elliot, 7S-76. 

V See State Papers, Finance, I. M, 58, 59; EOiot. 09, 78-76. 
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The next requisitions were for specific supplies,^ the value 
of which can not be determined except in the case of the 
requisition of November, 1780. Here the States were re- 
quested to send goods of the value of |4,350,000. In Hamil- 
ton's report the States are credited with supplies to the 
amount of |881,0Q0;2 but it is uncertain whether we should 
be justified in taking this sum for the payments made under 
the specific requisitions. It would seem probable that, in a 
statement of the amounts paid to the government by the 
States, there must be some credits given for the payments of 
specific supplies. It is certain that nothing else in Hamilton's 
tables can represent such supplies; and, therefore, it is pos- 
sible that the amount above mentioned represents the pay- 
ments on the specific requisitions. Further than this, it is 
impossible to ascertain to what extent the States complied 
with these demands of Congress. It is certain, however, that 
the system proved wasteful and expensive; and that it failed 
to furnish the army with supplies at the time and place where 
they were needed.^ 

As soon as the specie basis was restored Congress made its 
requisition payable in sx)ecie, or, as an equiA'alent, the bills of 
credit of the new emission. These early specie requisitions 
were as follows: 



Date of Rei^uisition. 



August 86, 1780.. 
November 4« 1780 
MAxx^lii, 1781.... 



Amount. 



$:3, 000,000 
1.642,988 
6,000.000 



S10,64i,988 



Little, if anything, seems to have been received in payment 
of tiiese requisitions.* In Morris's accounts, which begin in 

1 Requisitions were ordered December 11, December 14, 1779; February 25, November 4, 
1780. 

• See State Papers. Flnanoe, 1. 56; Elliot. 70. 

t See Sumner. I. chap. 11. 

«For the state of the flnanoes during 1780-1781 see Bolles, 1. 101-104; also an address 
sent out by Congress, in Journal for January 15. 1781. 
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February, 1781, there is no record of any receipts from tazei 
until June, 1782; and the amounts then paid are credited to 
requisitions made after October 1, 1871. We have seen that 
in the resolution of March 18, 1780, Congress provided that the 
four-tenths of the bills of the new emission that were to be at 
the disposal of the United States, should be credited to the 
States on their quotas of the requi sitions. The share of the new 
bills which fell to the United States amonnted to $1,592,222;* 
and must, therefore, be credited to these first specie requisi- 
tions. 

The history of the requisitions made after this date can be de- 
termined with considerable accuracy.' October 30, 1781, 
Ck)ngress called for $8,000,000. In September^ of the follow- 
ing year |1,200,000 was called for, bnt this sum was afte^ 
wards made payable in indents, or the certificates issued Iry 
the loan ofTlcers for interest on the domestic debt. Under thii 
requisition, however, no payments seem to have been madCi 
On October 16, 1782, |2,000,000 in specie was called for. 
Hamilton states that $1,329,000 was paid on this reqnisitini 
and on that of October, 1781,* up to the first of the year 178i 
Morris's accounts, however, show that the receipts from taxei 
in 1782 and 1783 amounted to ?1,4G6,066.*^ A report of a 
committee of Congress" places the payment for the same 
period at ?1,48C,511. There is no apparent explanation for 
these conflicting statements; and, undoubtedly, the original 
accounts of Morris should be given the greater weight. 

In April, 1784,' Congi'ess, recognizing that these demandl 
had been excessive, called for a payment of only $2,003,000 h 
specie and $667,000 in indents; providing, at the same time^ 
that these sums should be credited on the existing requisltiLoni 



» See state Papers, Finance, T. 58; Elliot, 78. 

* We have Hamilton's tables of the payments on the requisitions from October, ITBl, to 
1788, and the Reports of 1785 and 1790. 

> Septemlier 10. 

« See State Papers, Finance, I. 50. 

* See Report of 1790, in Banker*s Maj^azine, 58*2. 583. 

* See Journals, April 5, 1781. 
» April JT, 38. 



BULLOCK — FINANCES OP THE UNITED STATES, 1775-89. 161 



The following year^ the balance due on the same requisitions 
was required, of which sum |1,000,000 was made payable in 
specie, and |2,000,000 in indents. In 1780^ a new requisition 
was made for |2,170,430 in specie and |1,606,632 in indents. 
The next year,^ |1,700,407 payable in indents was asked for; 
and, in 1788,* a final requisition was ordered, which called 
for 11,686,541 in indents. According to Hamilton's report 
these requisitions made after 1781, stand as follows:'^ 





Specie. 


Indents. 


Total. 


Amount levied from 1781 to 1789 


10,030.000 


S8. 733, 000 


$15,863,000 


Payments made from 1781 to 1784 

• 

Payments made from 1784 to 1789 


1,839.000 
2,900.000 




1.329,000 
4,571,000 


2,jyn.ooo 


Total payments 

Balance unpaid in 1789 


$3,529,194 
13.101,731 


$2,371,134 
S«, 301, 929 


$5,900,348 



This statement made by Hamilton does not appear to agree 
at all closely with the Keport of 1790. This last document 
fiitates the receipts from taxes from February 20, 1781, to 
September 12, 1789, as follows: 



February 20, 1781, to December 81, 1781 , 

1782 

1788 

17»4 

1786 

1786, specie 

indents 

supplies , 

1787, specie 

indents 

1788, specie 

Indents 

1789, specie 

indents 



I 646.080 40 

820,029 83 

613.772 89 

376,020 59 

801,142 39 

38.895 74 

27,730 38 

276.641 44 

370.257 48 

261,678 29 

1,041,756 57 

87,739 37 

90.721 41 



Total payments in specie $3,388,661 

Total payments in indent-s 1,541,631 

Payments in form of supplies 27,730 

Total receipts from taxes « $4,953,022 84 

1 Sept. 27. 
•Augusts, 1786. 
< October 11, 1787. 

* August S, 1788. 

• State Papers, Finance, I. 66, 67; Elliot, 71, 72. 
•See Banker^B Uagazlne, 1800. 681-«91. 
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But it is possible to account for these discrepancieB. The 
gi-eatcat diffei-enco between the two statements is in the mat- 
ter of the p;iynient8 of indents. Now the States aeem to haw 
continued to turn indents into the national treasury after Sep- 
tember, 17Si). lu Hamilton's Kcirort on tlie Public Credit, in 
January, 17!)0,' the amount of indents paid in up to Decem- 
ber ai, 1789, is placed at ¥2,244,231. By May, when the report 
was presented concerning tlie money paid by the States, thii 
sum had been increased to ?2,371,154. This seems to explain the 
accounts of the pjijnieut of indents. In the case of the specie 
payments there is only a difference of ?117,000 between Ham- 
ilton's statement and tlin accounts of the old government 
This may be explained on similar grounds.. Indeed, from 
wliiit we know of the delays and backmirdness of tie State 
officials, and e\en of the national receivers, in furnishing state- 
ments of their accounts, sacli an explanation seems more than 
plausible." It is proljable, however, tliat tliese credits given 
to the States by Hamilton arose from the settlemeat of old 
accounts; and do not represent actual payments io wpeeie 
after September, 1789. 

Vi'e are able (hen to constmct the following table, whiclL 
shows the total receipts from taxes after Febmary, 1781. 





Specie. 


iQdenta. 


Supplies. 


TMak. 




|I,4<K,0«;> 
), 817.505' 






a.Mi.ni 
Hr,H 


January. 1W4, to ScpH-iutwr IS.!?-*! 
CroIitR (Tiren the BtalOE after Sop- 

tcuibw la, inn 


SOT. (13! 


tzr.730> 




p). 501.4(11' 




•3.mM 









I state Papcre. Flnonw. I. SH: Elliot. 5S. 

■Far au illiiBtrathm eta tlie Journal ot CoDKrens for September 80, 1T8S, Tbi 
stated that the ifc«tpta of indenCH up to April 1, 1^8. were gl, Wl.OOO. But ot tbta n 
tl, 100.000 had been received iDto Uiu treuury, the balaoce still r 
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The entire list of requisitions will, therefore, stand a& fol- 
lows: 



I<E<2i'isrnoNa. 



first requisitioDS. See p. 158. 

Specific supplies. See p. 1&9. . 

KequiaitioDB of March 1& 1780. 

Early specie requisitions. See 
p. 150 



Amount in Amount in 



currency. 



$05,000,000 



specie. 



Payments 

in 
currency. 



Specie requisitions after Octo- 
Iber, 1781. Seep. 160 



Bequisitions payable in indents 
?*eep. 160 



180.000.000 



$5,054,972 



10.643,988 
6.630,926 
8,733.063 



$54,667,000 



119,400,000 



Paj'ments 

in 

si>ecie. 



Balances 
unpaid. 



$1,856,000 $3,198,000 
881, coo' 



$31,061,969 



2,989.000 
1,592,222 
3, 5-29, 194 
2,371,154 



9,050,000 
3,101,000 
6.361.000 



$13,218,570 



The figures already presented show so plainly the weakness 
of the system of requisitions that no further comment is neces- 
sary. In a following chapter it wiU be necessary to recur to 
this subject, and to show what position taxes occupied in the 
national finances of this period. To that end it will be con- 
venient, at this point, to determine the amount which the gov- 
ernment received from taxes up to the end of 1783, and the 
sums received after that date. For this purpose the following 
tables have been prepared: 



From the first requisitions, specie value 

From q)eciflc requisitions 

From specie requisitions before October, 1781 

From specie requisitions October, 1781. to January, 1784 
Total 1 receipts to January 1, 1784 



$1,856,000 

881,000 

1,592,000 

1,466.000 



$5,795,000 



1 Since the requisition of March 18, 1780, brought the government no revenue, it has been 
exeliided from this table. 



Miri.l.KTlN Ol- TUB UMIVERSITY OF WI8COX8I!(. 



Atb-r H-|i«iiut» 



Tim r-xpisrn-nif! of tlii^ (lonfoileration with the system ol 
rc'inisiUoiis niiI11i:i'<1 In P(iiivin<-o the Federal Convention 
thill Uu: ii'*w i;civiM*nmi'iit should possess the right to raise 
«lir«;r'tjy ll»? ii-vcinii'h iiciotifiiiry lo its Hupi>ort. With bnt 
iiUlf ripjHtsiliiiTi ('diikim'ss whs given the power " to lay 
iLii'l rrillcf'l, liixi-s. ihilii's, imposts, and excises to pay the 
ilclttK iinrl ])riiviil(> To)' lh(« tiimmon defense and general 
wi-lfiiifi of llKf Uiiit^'d Slates.' ■' 



*()il|iUi, SlwllHiii l-ii|i>-ni, l» 
rmfl, llni«ir»i.f Uu- llnll.il 
UiilMol Htii("H,ll.:MUUn,IIIHi 
lUnillUiu'ii illaiiiiKiikn ur tlu- hi 



ii|i|Aliit IH iiii'Liiili.<l la iliiH columu ot ii|ii i li imjiiiiiMi 

llliil. J-mrnnl at VMrrnl CanvcntiaD, U3. See abo Ba 
■■H, VI. lUI ; t^irtlH, IIMi'iy «r tbe CoaHtlCuilon at Vm 
,|, Till* lUHi'iiMlj' rit IhlH ucrlDD la forclblj- ibinra k 
I'l III Tlu> Fi-dernllKt. XX.X. 
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CHAPTER IV. 
REVENUES OF THE GOVERNMENT (Concluded). 
(D) Miscellaneoxis Revenues. (E) Total Revenues, 

BIBLIOGRAPHY. 

Adams, H. B., UfarylancTs Influence upon Land Cessions to the 
United States; Bayley, History of the National Loans; Bolles, 
Financial History of the United States^ I. ; Donaldson, The Public 
Domain; Doniol, Histoire de la Participation de la France d 
r ^lablissement des Etats Uins; Elliot, Funding System; Barrett, 
Evolution of the Ordinance of 1787; Bas table. Public Finance; 
Ely, Taxation in American States afid Cities; Fiske, Critical 
Period of American History; Gallatin, Writings, III. ; Hale, Frank- 
iinin France; Jefferson, Works, 11, ; Journals of Congress, 1775- 
1788; McMaster, History of the People of the United States; 
Pitkin, History of the United States; Reports of 1785 and 1790; 
Roscher, Finamwissenschaft; Ross, Sinking Funds; Sato, Land 
Question in the United States; State Papers, Finance, I. ; Sumner, 
Financier a7id Finances of American Revolution. 

(D) Miscellaneous Reveriues. 

Besides the revenues already described. Congress derived 
no inconsiderable income from other sources of a miscel- 
laneous cbaract-er. The amounts so received after 1781 can 
be ascertained from the Reports of 1785 and 1790. Before 
this date it is impossible to estimate with accuracy the re- 
ceipts from such sources. 

Before the formal treaty of alliance was concluded with 
France, and before foreign loans were secured, the United 
States received secret subsidies from the French govern- 
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wi^jnt, which was not as yet ready to show open hosnli^io 

^ir*;at Hritain. Under the guise of commercial transacnou 

rrjilitary supplies were shipped to the United States throu^ 

iS^jaurnarcJiais, a secret agent chosen for this purpose. In 

tJjis manner l\(mX),()00 livres was advanced by France and 

I.fx^ojHM) by Spain,* as gifts from those countries. Alio 

I{<!auiiiarchais. on his own account, furnished other sup- 

plii'S for which ho was to receive payment by shipmentsof 

Auifvic.nw jiroduce. According to the account of Beau- 

rnarchaiK,' the total value of the supplies furnished was 

ri,L'7l/><iU livres of which amount the sums given by the 

Fn.'nch and Spanish governments must constitute apart The 

munit ions of war obtained in ths way were of the greatest as- 

HisUiucM to tho American cause. Later on France made 

adrlitirjnal grants of H,()00,000 livres through the agency of 

Kranlclin." These gifts, together with the loans that wei» 

Hfiduvod in that country, make the total sums of money fur- 

riishfid hy Prance amount to #8,107,000. The entire account 

of th(*se foreign subsidies stands as follows:* 

Oifts from Prance ^1,815,000 

(iifts from Spain 181,500 

Total gifts «1,996,500 

Su])plies through Beaumarchais for 
which i)ayment was made 592,000 

*2, 588, 500 

In 1770' Congress voted to establish a lottery. This wa* 

an expedient which was common enough in the colonies,* 

and which was still employed by European countries.' 

Prom this scheme something was realized; but, althoxigh 

I 8«e Bayley, 803, 804. 
*Pe«B«yl«»y, 803. 

* 8«e Bayley, ^UM. 

< 8ee Bayley, 808-^04. On this entire lubject see also BoUet, I. 921-237; Sumner, I, 
Vni; Pitkin, I. cbapt. X, also U. 514-518; Bayley, 399-804; Doniol; Hale. 

* November 1, 18, 39. 

* See Ely, Taxation, 41. 113. 

* Bee Bastable, Public Finance, 215, 316; Roscher, Finanzwissenschaft, tec. 80 
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we have no means of determining the exact receipts, we 
may be sure that they could not have been considerable. * 

On account of the character of the government under 
iihe Confederation, no considerable revenues were secured 
from such sources as fees, fines, forfeitures, etc. In the 
Journal of Congress for May 10, 1780, there is a resolution 
concerning* certain fees. The ordinance of October 18, 
1782, regulating the post office establishment, provided for 
certain fines and forfeitures. But such provisions could 
have had no financial significance. During the war large 
amounts of property belonging to the loyalists were con- 
fiscated; but this was done under the laws of the individ- 
ual States, and need not be discussed in a sketch of the 
national finances. 

In the case of the Continental post office there existed 
revenues that may properly be termed fees, and some at- 
tention should be given to the financial aspects of this 
branch of the public service. Previous to 1774 the colonial 
post office had, under the administration of Franklin, be- 
come a source of revenue to the Crown.' The Continental 
Congress in 1775^ established a general post, and ap- 
pointed Franklin postmaster general. The financial policy 
of Congress in regard to the post office was not clearly 
shown at this time. Franklin was to have charge of the 
revenues and disbursements of the department, and was 
instructed to turn any profits or gains from the post over 
to the Continental treasurers. 

Article IX. of the Articles of Confederation gave to Con- 
gress the exclusive power of "establishing and regulating 
post offices from one State to another, throughout all 
the United States, and exacting such postage on the papers 
passing through the same as may be requisite to defray the ex- 

1 See Sumner. 1. 101-102; BoUee. 1. 48, 40, lOS, 106. 

sOBtherabjectof the po«t office see HcMaster, History of the People of the United 
States, L SMS; Daane's edition of the Laws of the United States. 1. 640, especially for the 
Be^olotlanary period; article " Post," in the American Qyclopeedia, XIII. 

'July M. 
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pensea of the said office." This, it would seem/ was inte&U 
to prevent Congress from deriving a revenue fromw 
source independently of the requisitions on the States. 

The disturbed condition of the country during the i 
must have rendered the work of the department extieiM^I 
difficult. Up to 1783 the post seems to have been opemri 
at a loss, in spite of various attempts of Congress to ngt\ 
late postal charges and the exi^enses of the establishmeiL 
In 1782 ^ an act was passed remodeling the departmoL 
and showing clearly what the policy of the govemnMtt 
was to be. Any profits accruing from the post office a 
the future were to be turned over to the treasurer of th 
United States, "until the sums of money heretofore ai- 
vanced, or which shall be hereafter advanced by the Unite! 

States, for the support of the general post office, 

shall be repaid." After these existing deficiences shouU 
be made good, all future surpluses were to be "appropn- 
ated and applied to the establishment of new post offiMi 
and the support of packets, to render the post oflSce dt- 
partment as extensively useful as may be. " Any defei- 
encies were to be made good by the United States. 

In 1783 the accounts of the government show a surplni 
of is^l,653, paid over by the post office to the g:eneral tm- 
sury.' After that date a surplus appears each year. wA 
the single exception of 1785. The total amount thus n- 
ceived up to September, 1789, was ¥18,000. It would sen. 
therefore, that the deficiencies previous to 1782 must ban 
equalled, or even exceeded, that sum. Evidently, Ooa- 
gress did not consider it a violation of the Articles of Coa- 
federation to derive a profit from the post office, providii 
that any such surpluses should be used for rendering At 
department "as extensively useful as may be." Thn^ 
while the Articles renounced the attempt to derive a zer- 



1 This ii the yieir uken by Bancroft. See History of the United States, V. flOi. 

* October 18. 

• Report of 17V0. Banlcers* Magazine, 1800, 581-591. 
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mnue from this source. Congress designed to extend the 
usefulness of the postal establishment. 

From the accounts of the government after February, 
3.781, we can derive exact information as to the sums re- 
ceived from various other sources of the most miscellaneous 
Idnd. ' Prizes taken at sea, booty from the surrender of the 
Sritish at Yorktown, sales of public property, especially 
at the close of the military operations, commercial trans- 
actions undertaken by the government, interest on bills of 
exchange, balances of accounts due from individuals, and 
some other minor items brought in no inconsiderable 
amounts of money. The total receipts of this character 
were as follows : 

From Feb. 20, 1781, to Jan. 1, 1784 J856,302 

From Jan. 1, 1784, to Sept. 12, 1789 338,568 



?1. 194, 870 



A final source of revenue must be mentioned. When the 
States ceded to Congress their claims to the northwestern 
territory, the general government came into possession of 
a magnificent public domain of more than a quarter of a 
million of square miles.' The financial significance of this 
domain was perceived at an early period. It is mentioned 
as a "fund to raise money on," and Congress promised the 
soldiers land bounties.' Gradually the idea developed that 
the public debt might be paid out of the receipts from 
sales of the lands, and Congress determined to devote the do- 
main to this purpose.* Financial considerations, prompted 
by the urgent needs of the treasury, seem to have shaped 
the policy of Congress in throwing the domain open for 
settlement. Jefferson indulged in the most reckless and 

1 See Report of 1790: also Sumner II. 126-1S8. 

* On this subject of land cessions, see Donaldson, The Public Domain; Adams, Mary- 
land's Influence upon Land Cessions; Sato, The Land Question In the United States; Barrett» 
Erolution of the Ordinance of 17S7. 

* Barrett, Ordinance of 1787, 5. 

* Donaldson, Public Domain, 196-7; Barrett, Ordinance of 1737, 4-5. 
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urifoiindnd o.sliinatos of tho revenue to be. derived fro- 
th is Hourcio.' Tho ^oiioral expectation of effecting in ±!i 
fuannnr a lar^ce reduction of the debt was not realizec- 
Monv>vijr, Hinco tho obligations of the government ves 
nuufivod in payment for the lands, the treasury seems :o 
havis nu;i)iv(Kl no specie income from these sales. In the 
Journal of ('Oii^rcss for September 80, 1788, there is ai 
acrriunt of tho sale of lands to the amount of §^117, 104. k 
Mairillt^iri'H linport on the Public Credit, in January. 179'"'.' 
tho Huin of ¥iM)(),()ir). received from sales of lands and other 
proporty up to March 3, 1780, is deducted from the princi- 
pal of tho doiuostic debt. Uut we have no means of deter 
milling' how iiiurli of this amount represents the sales of 
landN. <iallatiii* lator on drives the receipts from the pub- 
lio huMlH up to January, 1700. as }?1. 100,000. This would 
iriako it noimii that tho amount stated by Hamilton must be 
in ^roator part, mado up of tho payments for the lands. 

Two othor fcMituros of tho policy pursued by Congress in 
ro^unl to Iho domain dosorvo consideration. The ordi- 
naii(Mi.(»f Miiy li<», 17H3, made provision for "the mode of 
(liH|K)NinK ^^f lands in tho wostorn t^rritor3\" By this act 
ono HO(*ti()n of tiio land of each township formed in the 
torrllory was rosorvod " for the maintenance of public 
Hchools within tho said township." Besides this magnifi- 
coiit ondowmont for oducational purposes, Congress also 
providod for tho rotontion of a portion of the domain in 
tho hands of tho ^onoral government. In this particular 
f iituro CJoiijrrossos mi^ht have learned much from the de- 
spised Ccmjjross of tho Confederation. The ordinance 
of 17H,') rosorvod a certain amount of land in each township 
" for future salo, ' also ' one-third part of all gold, silver, 
lead and copper minoil, to be sold, or otherwise disposed 
of as Congress shall hereafter direct." It is a matter for 

1 WorkH. 11. 3!». " 

■■« S«H» Worn, Sinkinir Fii!iil!i, 'Jfi-'JS; HiWlen, I. SW. MT. 
* Stati* l*aiH>n», Finauoe, I. -.7: EUlot. M. 
« \Vi itinK», 111. 131. 
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regret that an equally cautious policy was not followed in 
the subsequent disposition of the public domain. 

Prom all these sources, it would seem, the national treas- 
ury must have derived, between 1775 and the first of 1784, 
at least the following income ^ 

Gifts from Prance and Spain $1,996,500 

Prizes, booty, sales, commercial transac- 
tions, etc 856.302 

$2,852,802 

Between 1784 and 1789, receipts of a miscellaneous char- 
acter amounted to $338,568, while the sums derived from 
the public lands enabled the government to cancel at least 
$960,915 of the public debt. Thus for the whole period the 
entire miscellaneous revenues were as follows : 

Prom 1775 to Jan., 1784 $2,852,802 

Prom 1784 to Sept., 1789 338,568 

Public debt cancelled through receipts 
from lands 960,915 



Total $4.152;285 



a 



(E) Total Bevenues, 

On the basis of the results already obtained, the total 
income of the government for these fourteen years may be 
estimated approximately as follows : 

(A) Revenues from 1775 to end of 1783. 

BeoelpUi from paper money, see p. 186 $37,800,000 

Baoelpcs from domestic loans, see p. 143 11,5^5,506 

Beodpts from foreign loans, see p. 147 7,8S0,517 

Bsoeipci from taxes, see p. 16S 5,795.000 

KDaoettaneous receipts, see p. 171 2,852,802 

Totalincome $65,863,835 

ObUgattons outstanding, see p. 144 16,708,000 

1 Fhnn this there have been omitted the eapplies received f rocn Beaumarchais, for which 
|Myiiien$ was made. These amounted to $592. 000. See p. 166. 
* niii amoant Includes the sum of $18,000 received from the post-office after 1783. 



■{' 



-ft 



% 



a 

i 



.t 



:• 



.1 



172 BULLETIN OF TIIX UNIYEBSITT OF WI80058IX. 

If we add to this table the State debts of $18,S7LO0Q 
ai'e able to account for the entire cost of the war at < 
mated on page 180. 

(B) Revenues from 1784 to Hamilton'*8 eetUement of aeoataUM. 

RucHpUi from UXM lo ipeole, lee p. 101 jS^l 

R«Q«lp(i rnitn foraljcD loAOt. we p. 148 I;; 

MI«o«llMi«K>ut racHjitm tM p. 160 

ToUl reoelpts in 8p«ci« JI3 

Il4«o«lptii from tAiM lo Indents, p. 104 j^ 

I*ubllc debt canoelled tbrouKb reoelpU from lands, p. 170 

ToUl receipts jf 
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CHAPTER V. 



EXPENDITURES OP THE GOVERNMENT. 



BIBLIOGRAPHY. 

American State Papers, Finance, I. and V. ; Bolles, Financial 
History of the United States, I. and II. ; Circourt, Histoire de V 
Action Commxine de la France et de VAmeriqiie; Dijyloniatic Cor- 
respondence of' the American Revolution, VI. ; Elliot, The Fund- 
in ff Systetn; Gallatin, Writings^ III. ; Hildreth, History of the 
United States, III.; Jeiferson, Works, IX.; Journals of Congress; 
Report of 1790; Sumner, Financier ana the Finances of the 
American Revolution. 



It is extremely diflScult to present any satisfactory state- 
ment of the expenditures of the United States during the 
period which we are discussing. We have none of the ac- 
counts of the government previous to 1781; and, after that 
date, the money expended in Europe is not included in the 
statement of treasury transactions. Moreover, the data 
which we are obliged to use are in some particulars con- 
flicting; while the difficulty of ascertaining the specie 
value of the Continental paper money still further compli- 
cates our task. 

From the point of view of expenditure, these fourteen 
years divide naturally into two periods. From 1775 to the 
end of 1783 the expenses of the government were on a war 
basis. After that time the war expenditures ceased, but 
Congress was obliged to carry the burden of a large do- 
mestic and foreign debt. 
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Section L — Expenditures from 1776 to end of 178S. 

Estimates of the cost of the Revolutionary War m; 

widely, both in methods and results. In 1786 Jeffenoi 

made the following computation :* 

Si)ecie value of the Continental cur- 
rency $36,000,000 

Specie value of the State currency .... 36,O*X).000 

Federal debt 43,000,000 

State debts 25,OO0.0W 



Total 8140,000,000 

Mr. Hildreth has estimated the cost very differently:* 

Bills of credit 8^70,000,000 

Raised by States through taxes and re- 
pudiated State paper 30,000,000 

Federal debt 44,000.000 

State debts 26,000,000 



Total §170.000,000 

More valuable than either of these estimates is the fol- 
lowing statement^ prepared by Hamilton at the request ()( 
Congress in 1790: 

{A) Transactions at the Treasury^ 



Bilto 
of credit. 



1775 and 1776. 

1777 

1778 

1779 

i7*:»< 

17*1 

17*2 

17M 



r»,064.G66 
S6. 406.833 
66.065.S69 

149.708,856 
62.906.390 
11,403.095 



New 

emiaaioos. 



Total 



I 



Total» ^7.476.541 



1991 .«96 
1,179,949 



>.**•... 



S2.o:o.«» 



M,Hitf 

8.«A«i 
1.9«« 



$n,mjB 



I Work*. IX 859. S6«V 

I Hij^ory of I'Dited state*. III. 445-44 -i. 

' 5M»e Elliot. 10, 11: also Sumner. II. I3i 133, 

* In thi* j'ear the flnanoes were restored to a specie basis. 

' We bare omitted Hamilton** flgiires for I7<t. which fali outside of this 
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(B) Total Expenditurts, 



Expenditures at the treasury 

Outstanding certificates of indebtedness. 

Expended in Europe 

State debts 

Total cost of war 



$91,937,166 

16,7W,009 

6,000,000 

21,000,000 



$134,645,177 



In this statement Hamilton has undoubtedly followed 
the best method of computation. Jefferson left out of his 
estimate the receipts from taxes, while he overvalued the 
State issues of paper and the State debts. Hildreth over- 
estimated the bills of credit. Hamilton's figures of the 
transactions at the treasury are too large, for he followed 
the official scale of depreciation adopted by Congress, 
•which did not show the full amount of the depreciation.' 
If this one item could be corrected, however, his estimate 
would be very close to the truth. 

The accounts of the expenditures at the treasury from 
1781 to 1784 are given in the Report of 1790.' For these 
years also there are the estimates of the necessary expen- 
ses of government which were presented to Congress; 
also the appropriations made for 1782 and 1783.^ The ad- 
joining table presents these statements. In it are included 
Hamilton's figures* for the same years, since the Report of 
1790 includes only a portion of the year 1781. It is inter- 
esting to notice how far the appropriations of Congress ex- 
ceeded the actual expenditures which the government was 
able to make. 



Estimates 
and appro- 
priations.* 



1781. 

1782 

1788. 



$16,219,000 
$8,000,000 
$6,000,000 



Expendi- 
tures in 
Report of 
I7i«0. 



$1,054,215 
$3,632,745 
S3,£26,583« 



Hamilton's 
statement. 



$1,942,465 
$3,632,745 
$3,226,583 



1 See pp. 182, 188. 

« Bankers' Mavaslne. 18C0. 581-584. 

• See Jonmais of Congress for April 18, 1781; Oct. 80, 1781; Oct. 16. 1782. 
'• See Elliot, Funding System, 10. 

* Exclnshre of arrearages and interest on debt. 

« ExduslTeof anticipations and repayments therefor. 
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Nm'.v. ^ihci.' this account of the receipts of the i 

in«Mi! !r*iiij th«.! issues of paper, from taxes, and fro; 

ii^'n'ivs Miri>tuiitially with Hamilton's statement of 

pi'iiilitiin-s ill rurn'iicy. it will be i)ossible to con 

♦Tidr ill Hamilton's estimate of the specie value c 

a<lv;imM'.^ at tho troasury. We have already ascertai 

vjiIiH* <»! tlM»so n'Ci'ipts, as follows: 

K*i»«'i»ipts from jKiper money * ^^Sr.^'Xi, 

I*t'fi'ipt> from taxi's in hills of credit -. . l.'!'56!i 
K*«MiMpts from ilomostic loan in bills of 

iirilit of tln» old omission ' 11.472.' 



SjM»i'i«» valuo of total receipts in 

hills of ojil emission,* •?51.12S'.< 

This I'^iiiruito of the specie value of the bills of cr< 
r.'!\<M| :ii ih<» tn'as'jry n^presonts nearly all of the e: 
tmt'Nof tlip A^^ovornnuMit up to the end of 1779. But 
imjiiil.-s till* sum t>f sii4.;;ir).0«H)' of bills of the olc 
si. Ill »»\|nM:iIi»il in 17*-*^ and 17>l, after the finances w 
^t.»!.>d :o a •^p«'i*Io basis. The specie value of thes 
m'lN? iMMl.'dij.-teil :"r»>:n tluM»sTimate of the total expe 
pMpiT n.iM:t\v. it: o!\hM* that we may ascertain the e: 
tiinw -.v, sp,>ii,» ''\\\\]\ 177."> to 177*.*. inclusive. The de 
t.or. ..;■ :i.,' 1 '.;rrtMuy liail trone so far hvJanuarv. 17J 
i>r.»' »!i'"..r.- of p.iper w:is worth less than three cent 
:ho n,\L.:v.r.;: ir i>:' i7>l the rate of de]U'eciation w; 
ir.'.vi^.'t'. -o or.e. Awd pey:-.:;ps even more.' We shall. 
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^re, not over-value the sum spent in those years if we as- 
ign to the paper expended in 1780 a depreciation of fifty 
o one, and to that advanced in 1781 a rate of one hundred 
o one. The result of such an estimate is as follows : 



* 


Amount. 


Rate. 


Specie value. 


CSorrency expended In 1780 


182.906,009 
11.406,000 


ItoSO 
1 to 100 


SI. 658,000 


Ctarrency expended in 1781 


114.000 


Total 


$94,816,000 


fl. 773, 000 







Deducting, therefore, ?1, 772,000 from the previous esti- 
mate, we get §49,356,000 as the specie value of the paper 
money expended at the treasury previous to 1780. 

During these years the only sources from which the gov- 
ernment could have derived any revenues other than those 
included in this estimate, were the foreign loans and sub- 
sidies. But the sums obtained from loans prior to 1780 
were less than a million dollars;* and much of this may 
have been expended in France without passing through 
the treasury. The amount of the gifts received from 
France and Spain was 81,996,500.^ A large part of this 
was received later than 1779, while a considerable portion 
was spent in France in purchasing military supplies. 
Therefore, although it is impossible to determine what 
sums of money came into the treasury from these sources, 
we may be certain that the amount was not large ; and that 
the transactions in currency represent practically all of 
the expenditures at the treasury during these years. 

The money exi)ended at the treasury from 1781 to 1783 

is stated by Hamilton as follows:^ 

1780 83,000,000 

1781 1,942,465 

1782 3,632,745 

1783 3,226,583 



Total 811,801,793 



iSeeiKl^r. 
'Seep. 160. 



!>•<» iMi.i.KTiN <pk the university of wiscoysiN. 

Till' niiiouiit statud for 17H0 is evidently a mere esiizjrx. 
titifl ;j:Iv«*.s t«vidiMic'(3 of the confusion that existed in the k- 
rniiiiiN f)f tiio iniiisury. The li^ures for 17^2 and IT-* 
ji;.rri'n wilii lh«»so found in the Report of 1790.- 

Thi* tlinil cstiuuito of tiio cost of the war is given 11 il^ 
iHljditiin;^^ tuliln. 

isx|MMi<iitiir«'s 111 the treasury in specie value: 

IV::. I77«.» >4&,356.«>M 

IVHi |7h;i ll,S«Jl."'HJ 

TciImI ?t51,157,'>>:' 

lv\|M«ii«litiiri».s in I'^'anriv ?5,C»(mXCh» 

OiiUtaiidiii^ rortiticatos of indebted- 

iM'His' 16,708,t»' 

Hiatn ili^hts' lS.271.rKXi 

Total pxptMulituros ?101.136,<XX» 

III this NtatiMiinit tiio (-ontinontal bills of credit have 
lnM»ii nNtiiiuitiMl at s;;7,S(U)jH)0. If. however, we value the 
pu|H»r iiKMH'y at J?ll.(»iHi,0(H).* wo must increase slightly the 
I'siiiiitito of thocost of tho war. Thus the total expendi* 
tiiiPM may !"• jilaiMMJ at from J?101.130,(KX) to §^104,336,000. 

With thosit ll^ruros it is interesting to compare the 
aiiioiihtN t^xpoiuUxl by France and England in the proseca* 
lion of !li(« war. In 17^:2 Vergennes told Lafayette that 
I<'rancn liad already oxpondod L*oO,000,000 livres.* The 
('oinptroll(«r of tlu> Froncli treasury i^laced the yearly cost 
of tlio war to I'^ranco at OO.OiuM^OO livres/ Prof. Sumner 
(^oiisidors JiM)t),(Mio,(HH) a fair estimate of the amount which 
l^'rant'o i)xi>on(lod directly for the American cause.' Sir 
Jolni Sinclair states that the English debt increased dor- 

I Hi'« p, 17\ 

* Ah Kivon by IlAmllti^n. Sih* pp. lU, 117; Elliot. 10. 

' Hanillton frlven them* an ji;?l.(tih),00i). foUowiiifr the amount friven In the funding act. Bm 
whi-n Anally adjii*»teil Uit'fK* dchtM AiuoiiuttHl to only StS.C71,CK.X.). Seep. 149: alsoOaUatk^ 
Wrltinjcs, HI. Sketch of Fiunnces. tabl^^ XV; also Holies. H. 37-30. 

« See p. 186. 

' Dip. Correspondence, VI. 470. 

' Circourt, ni. 159. 

' Financier and Finances. U. 133. 
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ing the American war more than £ 121,000,000. * From this 
the government received £ 97,815,324 after deducting dis- 
counts and bonuses. Wilson estimates the cost of the war 
at £119,000,000,' and places the discounts and bonuses at 
thirty per cent. It seems clear that the sum spent . by 
England largely exceeded the combined expenditures of 
France and the United States. 



Section IL — Expenditures from 178i to 1789, 

A heavy burden of indebtedness, entailing large annual 
charges for interest, hung over the Confederation at the 
opening of 1784. As nearly as can be computed this debt 
stood as follows: 

(A,) Foreign Debt 

Frinoipal of fVench and Datch loans* ^,880,517 

Balaooe for supplies « 24,888 

▲TRArs of interest to 17dl • «7,087 

Tbtal $7,981,686 

Annaal interest charges* $875,000 

Amount overdrawn * $860,000 

(B.) Domestic Debt: 

Loan office debt" $11,585,000 

OutsUnding certificates of indebtedness, unliquidated • 16,708,000 

IVrtal principal ^208,000 

Arraanof interest to 178410 $8,109,000 

Amraal interest charges 11 $1,500,000 

Fijme nta orer receipts during 1788 " $280,200 

1 History of the Public Revenue, third edition, I. 471. 

«Tlia National Budget, 86. 

•Sea p. 147;alsoBayle7, 468. 

«8aaBajls7, 886. 

• See Journal of Comcress, Aprils, 1784. 

•Sea p. 147. 

^ Oompare tUs statement with Journal of Congress, April 5, 1784. 

•8aap.l4a. 

•8aap.l44. 

<• Aa neartj aa can be computed from Journal, AprO 5, 1784. 
>>Tka asttmalssof interest vary from year to year as stated in the Journals. 
i*8aa Bukm' Magasine, \WK 668; Report of 1790. 
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];*,*£ iii;i.i<KTiN OK THE rsiVERsiTV or wr^rToy?:? 

DiiriiiK 1l»»N iMiriod, the inability of the eoTert^Kr i 



iiiiiiit ilN ifxpniiNDH I(*(l to an increase of the forei^r. in 

tiiKiM. AIno tlM< iirroaruKcs of interest on the dozLes^: as 

roiiMiHind to iic.r.uiiuilato, HO that the year ITr^ 5i.:'«i 

^rniit IncnmNtt In llio ]>ublic debt. 

Tlin iipprnprliilioiiK made by Congress for the nii^f 

iiKpiuiMiN (if tho ffovorninont from 1784 to 17?^ {jos^'^ss «& 

nt<liiral»li< lritnn«st. In round numbers they were as follo¥»- 

Kor KiM'vlro of 17^1 *457.*"»y' 

Kill" Murvlr.o of l7Hr> 4«-»4,'>» 

h'or Niirvlrt^ f)f 17hH 446.'»>> 

l''iii' NurvU'n of 17'^7 417.*»} 

l\tv Nurvlco of 17HM 326. CO' 

'l\iMil *2.050JA"J 

Tliti iidJoliiliiK tiiblo prosonts nn analysis of theobjectso 

itxpniiilMiirn liichidiMl in tiiose appropriations: 

|.\ir Mu* rivll lisl^ «631.000 

|''i»i' I lin iirniy mid navy *882.000 

l'\ir Indian oxpiMidituroa *91,000 

l'*oi' K»*«>>^»'«M*'»**»' -"^ dopartmont 822,000 

l''ni' piMiNlons 9146,000 

Knr ronllnK**»i<'i«*** 8279,000 

Troin llit« Ui'port of 171H) wo are able to ascertain tt 
aniiMint of nionoy artually oxiHMided by the United Stati 
at Mm* tr««asury fnuu January, 17>^4. to September 12, 178 
Tint adjoining tabli' shows thoso expenditures which ha^ 
biMMi tMiiNsilhul under tho fi>ur heads of repayments of a 
il(*lpatlons on tho nnenuos, payments for the ordinary sc 
vico of ^^tvornmont. payments for foreign interest, and pa 
nients for int(M*est (m tho domestic debt. These domestic i 
torost ])ay nionts wore made by drawing in through taxes t 
ind«M)ts issued for arrears of interest. The repay ments of i 
tieipations iuwe been se]>arated from the other expenditoz 
in order to avoid the error of counting these items tvic 
Of course the anticipations existing on January 1, 1784, mi 

1 8«« JournaU of Oon^nviw (or «AOh rear. 
« For use of ihto u»rui, »e« p. ^1'^ note 0. 
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be included in the total expenditures of this period, since 
they formed a deduction from the revenues of 1784. 

Expenditures from 1784 to September 12, 1789, at the treasury. 



1784 

1785 

17S6 ... 

1787 

1788 

1789(toSept. l^.)•..• 



ReDa3rlXlellto 
or aotlci- 
paciODS. 



$314,183 



59>571 
105,815 
174,189 



Ordinaiy 
service of 
govern tueoc. 



^•25.339 
880,618 
864,596 
8:37.734 
897.364 
157,986 



$2,168,685 1 



Interest on 

foreign 

debt. 



$209,874 
75,000 
81,992 



Interest on 
domestic 

debt paid in 
indents. 



$38 895 

870.257 

1,058,999 

90,721 



$316,866 49 $1,553,873 96 



Balances in 

treasury or 

deficits. 



4. $18, 440 
+ $41,902 

— 59,571 

— 105,815 

— 174,189 

— 189,906 



A comparative table of the receipts and expenditures at 
the treasury during the years covered by the Report of 
1790 gives the following results: 



EXPCXDITURBS. 



In Specie, 

>jiticipattoii8 previous to 1784 $314, 183 

Service of government 2,163.685 

Interest on the foreign debt 816, 866 

Total in Specie $2,794,734 

Error 11,614 

In Indent*. 
Interest on domestic debt $1,553,873 



Receipts. 



In Specie. 

From taxes $1,945,825 

From bills of exchange 833, 117 

From miscellaneous sources 888, 000 

Total iuHpecie \. .$2,616,442 

Deficit on Sept. 12, 1789 189, 90$ 



$2,306,848 



In Indent*, 

From indents $1,641,163 

Error in accounts of year 1788 12,000 



The error of $11,000 in the account of the specie trans- 
actions does not effect the general accuracy of this table. 

1 This includra $26,825 qient in 1787 expressly for the foreign service, also some very small 
sums expended (or 8a.arie8 of foreign ministers. 
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The most careful examination has failed to show where the 
discrepancy has crept in. It may be due to slight errors 
or confusion in the original accounts. In the case of the 
indents there is certainly an error in the accounts for 1788. 
as the Report states that 912,000 more indents were can- 
celled in that year than appear to have been paid into the 
treasury.' All the items included in this table under the 
head of exi)enditures have been taken from the table that 
immediately precedes. The account of the receipts has 
been taken from this same Report of 1790, and the indi- 
vidual items have been already given in the earlier chapters 
of this work . 

The greater part of the European expenditures of the 
government does not appear in this statement of the 
treasury transactions. The only items so included are the 
payments for interest on the foreign debt and a few 
thousand dollars which are mentioned in 1784, 1786, and 
1787 as exi>enses belonging to the European service. 

But we have a report presented to C!ongress in 1788,' 
which gives among other things a statement of the re- 
ceipts and expenditures in Europe from January 1, 1784, 
to April 1, 1788. In most particulars the figures of this 
report agree with the report of 1790, and from it has been 
compiled the following statement of the financial transac- 
tions in Europe during this period. In one or two cases 
Bayley 's History of the National Loans has furnished addi- 
tional materials. In this way an almost complete account of 
the foreign transactions has been secured up to April 1, 
1788. Care has been taken to exclude any items of ex- 
penditure that may appear also in the accounts of the 
treasury. 

1 See Banker's Magaxiim. I860, 589. 500. 
> Journal of Congrefls, Sept. 80, 1788. 
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European eaependiturea not included in tdbie of eoependitures at the 

treasury. 





Aatielpatlolu 

exMBspD 

Jan. 1, rsi 1. 


Pajmenufor 

iDteivtt on 

forel^ 

debu. 


Ezpenwsof 

forelKn iienr- 

ice of th« 

U. 8. 


MiscelUme- 
ouK ex- 
penses. 


Total ez- 

]>eDi»e8 in 

Europe. 


ti84toAprflL 1785.... 


$890,000 


107.809 
481.510 


$110,885 
800,404 


$48,03» 
80.480 




Ap|^nS5,lo April. 

l4uv* ■ ■«.■>■ -•■ 












1890.000 


$540.880 80 


isaorisa so 


$1%<.004 80 


$1,857,080 80 


BtfiDoe Id f atof of 
the U. S. April 1. 

»«w 










$88,a07 80 






1 







These expenditures in Europe were met by the proceeds 
of the foreign loans, and by a few small receipts from mis- 
cellaneous sources.' It must be remembered that from 
these same revenues came also the ^33,117 that was 
drawn into the national treasury by bills of exchange.' 
The sums derived from foreign loans up to the end of 1788 
amounted to $1,896,000/ a portion of which was received 
after April 1,* the date given in the Journal of Congress. 

The statistics already presented do not include any pay- 
ments of foreign interest after April, 1788. Up to that 
time the payments had amounted to ^66,252, of which sum 
1818,860* had come from the national treasury, and 8549,386 
had been drawn from funds held in Europe.^ But pay- 
ments were made after that date, as is shown by Hamilton's 
Beport on the Public Credit. In an indirect way we may be 
able to ascertain the expenditures for foreign interest up 
to the end of 1789: 



i8itBiUlair,811.8lt. 

*1hMe an siren In the Jounial of Congress for Sept. SO, 178.S. But the Information con- 
In tlw report It not lufflclent to enable us to ascertain the amount with any ac- 



■8iepLl46. 
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Foreign interest accruing in 1784. 1785, 

17S0, 1787, 1788' $2,176,353 

Foreign interest accruing in 1789' 542,5-99 



Total interest accruing. 1784-17i 



Arrears of interest to end of 1789' 81,640,071 

Arrears of interest previous to 1784*. . , 67,037 

Arrears between 1784 and 1789 $1,573,0^4 

Interest accruing 1781-1789 St2,719,152 

Arrears of interest. 1784-1789 1,573,034 



Interest payments from 1784 to the 
end of 1789 $1,146,119 

We have seen that the payments up to April 1. 176S, 
■were ¥§60.252. Therefore, the amount expended fortim 
purpose between that date and the close of the yeaitlTS 
would appear to be ^279.886. This could have been met 
from the receipts from foreign loans after April, 17S8. 
which were as follows:' 

Balance of loan of 1787 ?66,OO0 

Loan of 1788 400,000 

These amounts would > e sufficient to meet these interest 
payments and leave a balance of £^186,134, to which shoaU 
be added the balance of ?22,307 existing on April 1. 178&' 

On the basis of the results already obtained there has ben 
prepared the following table of the approximate receipts ud 
expenditures during these closing years of the Confeden- 
tion. 

1 Journal ol CoDRres^. Aufciut 20. ITM. 

' Repwc (.D Public Crt.llt. Siate Papepa, FiDnnce. I. ■«, 

• Wtpi-n nil PuUlio C'rrUit, Slate Papers. Finauoe, I. aj. 

* Jqiirual at Coui^rtrsK. Ariril b. 1TK4. 

■ S«e I!af]^':i tables .jI rUc iiuaHGrlf Issues oDiI redi>iii[>tiO[ig of tbeae iMoi, Is UiBkMf 
Of Ibe National Loan?, :fiy7. 
•1^ p. ]M. 
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Expenditures. 17M-Sept., 1T89. 

J>ome8t1c expen^ttui^s, excludinic 
interest; ou forei(;n debt, we 
p. 184 12,477,868 

fiorelim expenditures, excluding: 
Interest on foreign debt, see 
IK185 808,2»3 

Interest on foreign debt, see 
p.186 1,146,118 

Total specie expenditures $4,483,279 

Doexpended balance of foreign 
loan, see p. 186 Indefinite 

Domeatic interest redeemed in in- 
dents, see p. 104 $2,371,154 

Domestic debt cancelled by sales 
of public land, see pp. 170, 171 .. . $960, 915 



Revenues, 1784-Sept.. 1789. 

In Specie, 

From taxes, Etee p. 164 $1,945,825 

CTbis excludes the $117,000 
credited by Hamilton after 
September, 1789.) 

From foreign loans, see p. 148 2, 296, 000 

From miscellaneous sources, see 
p. 169 838,568 

Total revenues in specie $4,579,898 

Deficit in Sept., 1789, at the na- 
tional treasury, see p. 188 189, 906 

From taxes payable in Indents, 
see p. 104 $2,871,154 

Obligations paid in for public 
lands, p. 170. $960,915 



These transactions may be summarized in the following 
manner: The expenses of government, domestic and for- 
eign, had been about 83,476,067, of which amount 8189,906 
remained unpaid on September 12, 1789. The principal 
of the domestic debt had been decreased $960,915 by the re- 
ceipts from the public lands ; while the arrears of interest 
had increased from 83,109,000' to 811,493,858 at the end of 
1789,' in spite of the fact that 82,371,000 of indents had 
been drawn in by taxes. The principal of the foreign 
debt had increased from 87,830,517' to 810,098,707,* while 
the arrears of foreign interest had grown from 867,087 * to 
$1,640,071 • at the end of 1789. 



p. 181. 

p. 145, note 5. 

p. 181. 

p. 148. 

p. 181. 

p. 148. 
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THE FORMAL ORDERIXG OF THE FfXANCE& 



CHAPTER L 

THE ADMINISTRATION OF THE FINANCES. 
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In the field of finance it is especially true that skillful 
administration is as important as wise legislation. Per- 
haps no department of governmental business presents 
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g^reater difficulties than are offered in financial administra- 
tion; and it was at this point that the Continental Con- 
i;ress committed some of its worst mistakes, and exhibited 
the greatest incompetency. During the larger part of the 
period under consideration, the administration of the na- 
tional finances remained extremely weak and hopelessly 
inefficient. 

The Congress of 1775 was hardly more than a consulta- 
iory body, although compelled by the force of circum- 
stances to exercise certain functions that partook of a 
national character. When Congress assumed control of 
the Continental army, issued paper money, and undertook 
the direction of foreign affairs, the necessity of delegating 
executive powers was at once manifest. But it is not at all 
45trange that effective executive departments were not im- 
mediately formed. First of all, the Congress was regarded 
as a temporary body, assembled for a temporary purpose; 
and consequently no need for a permanent executive was 
at first experienced. This was changed when independ- 
ence was declared, but a serious obstacle yet stood in the 
way of the development of executive departments. It was 
through the royal officials in the old colonial governments 
that the oppression of Great Britain had been most seri- 
ously felt, and a widespread distrust of all executive 
power had grown up in the colonies. This influence was 
strong in the Continental Congress, and it long delayed 
the establishment of effective departments for the conduct 
of the business of the government. Congress began by 
parcelling out executive functions among numerous com- 
mittees, but was soon forced to concentrate authority in 
the hands of a number of boards. From these, in the 
course of time, unified executive departments developed; 
but we shall find this process to have been most difficult in 
the department of finance, where the jealousy of executive 
authority seems to have been most marked. In this ab- 
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sence of a unified, responsible administration lay one im- 
portant source of financial disorders. 

In the development of the department of finance an ad- 
ditional difficulty existed. In this direction the experience 
of the colonies previously to 1775 had been extremely lim- 
ited. The financial transactions of the colonial govern- 
ments had been small in amount, and of a simple and even 
primitive character. There were in America, therefore, 
no men skilled in the business of the financier: and it 
was necessary to commence at the very beginning and 
prain the experience necessary to the establishment of a 
sound system of national finance. It is not surprising, 
therefore, that at the outset Congress was unable to se- 
cure an efiicient administration. But there is no excuse 
for its failure to do so later on when the way had been 
clearly pointed out, and it had found in Robert Morns an 
able financier. 

When the first bills of credit were issued, Congress ap- 
pointed two "Treasurers of the United colonies," to have 
charge of these funds. At the same time, also, the 
colonies were requested to choose colonial treasurers, 
for the purpose, evidently, of collecting the money 
to be raised for the i)urpose of sinking the emis- 
sions of paper. Two months later, ^ some difficulty 
having arisen concerning the settlement of certain ac- 
counts, a Committee of Accounts or Claims was formed, to 
"examine and rei)ort" on all accounts against the govern- 
ment. This committee adjusted accounts and reported to 
Congress the amounts due. whereupon payment was 
ordered. Early in 1776,^ as the government's financial 
transactions increased in importance. Congress created a 

JJulyCi*. 1775. PoHsi I >ly South Carolina furnishtfil a precf dent for this appolDtmeot of 
two trnasurers. In 1771 two joint treasurern were appointed in that colony. See WhltMT, 
Govern nieut of the L'ylony of South Carolina, 40. 

^S^pt. i-i. 

'* Fell. 17. 
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Standing committee of five members to superintend the 
conduct of the treasury. This body was the nucleus from 
irhich the treasury department finally developed. The com- 
mittee was granted quite extensive powers. It was to 
examine the accounts of the treasurers, to employ proper 
persons for liquidating the public accounts, and to super- 
intend the emission, of bills of credit. Such were the first 
steps in the development of a system of financial adminis- 
liration. 

This action was no sooner taken than expanding busi- 
ness necessitated an enlargement of the treasury establish- 
oaent. The standing committee was authorized ^ to employ 
one or more clerks for keeping the public accounts, and to 
provide books and a suitable office for that purpose. Then 
the Treasury Office of Accounts was established.' At its 
head was an auditor-general who was to superintend the 
clerks and assistants employed to keep the public accounts. 
This office was placed under the control of the standing 
committee of five, which was thereafter known as the 
Treasury Board. ^ During the followiug July* the Com- 
mittee on Claims was discharged, and its business 
turned over to the Office of Accounts. But special com- 
mittees were continually employed even after these addi- 
tions to the financial machinery of the government; also, 
from time to time, commissioners were appointed to audit 
and adjust special accounts that were likely to prove diffi- 
cidt to settle. Thus the structure of the department be- 
came more and more complicated. 

Later in the year Congress voted to resort to a domestic 
loan, and opened loan offices in each of the States.^ The 
loan office receivers, besides securing loans and pay- 
ing out interest money, soon came to exercise other func- 

1 Veil. 88, 1776. 
« April 1. 

' ID thte year South CaroliDa placed its treasury departmeDt under the charge of three 
eonuntakmera. See Whitney, QoyemmeDt of the Colony of South Carolina, 46. 
« July 80. 
• Oot^ 8, 1778. 
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tioiiN. In 1781 * Congress provided for the appointment of 
otiior persons to act as receivers of taxes besides the loan 
oni(*ors; but in 1785' all such Trere discontinued, and the 
loan oftico receivers remained the only financial agents 
\vlii(*h tho government had in the different States. Un- 
fortuiuitoly, tho duties of the loan office commissioners 
\voro not strictly defined until 1785,' and consequently the 
business of tho offices vras poorly and loosely conducted.* 
In Nouio cusos tho greatest negligence and even fraud 
iippouroil. An example of the irresponsible methods em- 
phiyiul is soon in tho case of the indents, or certificates of in- 
(lobtodni^ss. issued from the offices after the government 
counchI to nuiko paj'ments of interest on the domestic debt 
'I'Iko pnu*tii*o of issuing these interest indents originated with 
tlio loun iinioors, and was continued in spite of the efforts 
<if Morris to stop such a proceeding.^ In 1784* Congress 
tliuilly sauctioiiod tho issue of indents by making them re- 
rolvahio in payment of taxes. No greater success seems 
to have attonilod the experiment with Continental ireceivers 
of taxes in 17SI. Congress hoped that these receivers 
wduUl prove uum'o successful than the loan officers in col- 
loetiu^ taxes. We have the record of Hamilton's efficiency 
as Continental receiver for tho State of New York^ in 
17SL\ Hut liis case was exceptional,'* and Congress saw 
tit to ili.sv*ontin\io tho system in 17^5. Not the least of the 
woalvuessos in the tinanolal administration lay in the 
niethoils of oolUvting requisitions and of conducting the 
business of tho K>an offices. 
The treasury ostal^ishment was enlarged in 1777* by the 

» Nov •,» 

■ \yr\\ \y 

» Soploiul«er "J".! Aud Jh*. 

« »x^« SmiiMer. bm.iiioier. U. ir.»-l-,V; K»lle*. I. r'-sr-t'^. 

> S*^. l«>ttt»r« by Morn?*. Pip. O'rrvswmJ^'ncf. XL i-iS >V: XH. l"**. 4N?. 

• April ■> 

* S<w L*sU^'« iUxiult>»a. -1^. ?l >r<<.>'!t Ka:u-;i;>tQ. 73. 74: lUni.Uon^s Htstorj of Um Repob- 
lio. n •>*' *t #eii. 

* Suuiaer. FiuAaoier. 1 1 T.t 

• Macvh !3. 
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"ippointment of Commissioners of Claims to adjust accounts 
, and hand them over to the auditor general by whom they 
elo be reported to Congress. The following year' saw 
trisioD made for a Continental treasurer of loans, who 
nld have charge of the expanding credit operations of 
I the United States. Shortly after,- Congress established a 
Standing Committee of Finance to consider the state of the 
national finances, and report from time to time. Robert 
Morris was chairman of this committee, which frequently 
reported to Congress on important matters. 

Manifestly this system of administration was cumbersome 
»nd ineffective. Authority was so divided between the five 
members of the Treasury Hoard and the Committee of Fin- 
ance that no responsible and unified management could be se- 
Eured, Moreover, it was impossible for members of Con- 
Kress to transact property the business of the Board while 
iding to their legislative duties. All these defects were 
Bby Morris as early as 1776;' and, later on, Hamilton 
lUed attention to the same thing.' A partial realization of 
these difficulties led to the remodeling of the entire estab- 
lishment in September. 1778.' The act which accomplished 
this purpose gave to the department some degree of unity. 
I' provided first of all that a building should be secui'ed, in 
"■hich the various officers of the treasury should be brought 
logeiher. The treasury officials were to be a comptroller, 
who was authorized to appoint two clerks to assist him; an 
auditor, also authorized to appoint two clerks; a treasurer, 
who should appoint one clerk; and six commissioners of 
•Mounts, who were to be divided into two chambers of ac- 
*^nts. each chamber employing two clerks who should be 
appointed by Congress. It is interesting to notice that the 
Comptroller, treasurer, and auditor were authorized to ap- 

' ^UT IS, 1778. 

_■ *uiu« t7. i:tb. 

□ ArehlTU. Series V. m. IMI. 
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liiiiiil tlit'ir (iivii rli'i-ks, and were made respousib> fo; -j~z 
•■•iiidm-t. 

'I'liit iliitU'N of tilt tln'si' officers and the forms o' drptn- 
iijKiiliil |irni-(<iliiri- \vi>ro quite miautely prescribed bv icif 
iii'l. All iii'i'Diiiiu woi-ti to be first adjusted by the a^idiur. 
niid tlii'ii n>Ti'ri->-d to ihc rhambei's of accounts forexamiu- 
tliiii iiiid finTi'clidii, After lliis the accouats were M « 

I xtiiiiliHxl mill llimlly ciiiioi'sed by the auditor, and for- 

wiu-ili'il U> Uu« I'mupti'olli'i'. This officer, who kept the 
li-i'iiHtii-y biiul(s, wiiH lo lll(> nil accounts and vouchers in 
I'lti-li niNi>, mid Isstii' ilnift!) on the treasurer for the 
iiiii'iiiniH I'ltlli'il rur. AftiM- payment was made on tbe» 
ilinrtn, till' Iri'HHiiri'r was ivriuived to send the receipts to 
|.lii> c-iiiii|itr<i||t<i-'N ollli'c; and iilso to turn over his accounts 
iiinrillily tit tlio luiiliiiir Tor exciiui nation. Finally the act 
nniifjlil til pinviilo for It itiuro ivpular system of reports, 
itiiil fill' itiiii-<< i'iTi<('iivi> niiuiiis of securing the payment of 
nil HUiiiN (lii.< III ilii> Tiiili'd Slates. The Treasury Board 
wiiH Niill I'Kialiii'il as a };onoral supervisory body and u 
Iiit"iiiii>iiliiry bi'lwwn Oi>njir»>.*iS Jind the officers of the 
tii'iiMiry. 

'I'liin ai'i nIiiiws a >rn>ut advancn over the previous meth- 
riiJN iif thiiini-ial luliuinistratioti. Xot only have the titles 
oT lliK iiiiii't' liiiportaiil. tnvisury otlicials been retained to 
till' pn"Hi>ril (lay, lnil lhi> system of checks and balances 
lii'i'i' iiistituli'd is niut-li tilt* same as that now in opera- 
linn bctwi'on till' dilTiMvni branches of our Treasury De- 
p:tt-ttiii>iil. liiilivil it wDiild bi> difficult to Im^irove upon 
Kiitih' (iT lli(> li'iidiii); fcaltiivs of this treasury establtsh- 
niful. Till' law of l?-"*!'. which established our present 
[)i>p:irli[ii>nt. owivl inui-li to this act ot 1778 and to the 
MiWsi'iiiiunt inixlilications intnuluced in 1779 and 1761. 

It was only a month nftoi- this that Congress invited Dr. 
Richard Pric-o, the well known English financier, to come 
to this country and help to regulate the national finances. 

vdauii, I'ubllc DcbU, aU-4M; BnoA 
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Tbrough his essays oa "Liberty" and on Public Credit 
and Xational Debts. " he had become well known in America; 
and there may have been reason for thinking that he 
■would accept such an invitation. In this action Congress 
was probably influenced chiefly by Price's scheme for pay- 
ing the English debt, by which a generation of English- 
men was deluded. But the invitation was declined by 
Dr. Price, who expressed, however, the assurance that he 
looked upon the United States "as now the hope . . . 
of mankind." 

Within a year' Congress introduced radical changes into 
the administration of the treasury. The old Treasury 
Board was abolished, and the financial management was 
placed in the hands of Commissiotiers or Board of Treas- 
ury. The Board was to consist of five persons, and only 
two of these were to be members of Congress. Its mem- 
bers were given the general superintendence of all the finan- 
cial transactions of the United States, and were placed 
in control of the treasury officials. The office of comp- 
troller was abolished, but many of the features of the act 
of 177§ were retained. Six additional auditors were ap- 
pointed for settling accounts and claims arising in the 
army, and they were required to reside in that part of the 
army to which they were assigned. This act was no real 
improvement over that of the previous year, and was 
nothing more than an attempt of Congress to secure an 
efficient administration without going to the length of 
placing the control of the treasury in the hands of a single 
man. 

This Board of Treasury continued in office for about two 
years. Manifestly unity and responsibility were as con- 
spicuously lacking in this as in former systems. To this 
attention was called by Hamilton in the letter to which ref- 
erence has already been made.^ The members of the 
Board were often incompetent, their methods of conducting 
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business were Jax and roundabout, accounts were loosely 
ke])t, and the government was imi)Osed upon in all direc- 
tions.* After a while the conduct of the Board began to be 
much criticised, and finally great dissatisfaction arose. 
Congress was led to investigate the management of 
the treasury. In August and November, 1780, committees 
submitted reiK)rts on this subject.' Some internal disor- 
ders were discovered, and one of the committees was in- 
duced to recommend the removal of two members of the 
Board for disgusting conduct." Certain irregularities 
also appeared, but there was no revelation of gross frauds. 
Many of the complaints seem to have been due to a lack 
of courtesy on the part of the Board and a disinclination to 
give full publicity to the transactions of the department 
In May, 1781,^ another committee exonerated the ofScials 
from charges of this last character. 

But whatever may have been the truth of these attacks 
on the integrity of the Board, it is nevertheless true fhAt 
the inefficiency and laxity of the financial management 
had been almost incredible. For this, Congress, as well 
as the officials of the treasury, must be held responsible. 
A favorite method of making expenditures had been to 
place money in the hands of committees or of in- 
dividuals to be expended for definite purposes. In many 
cases such moneys were never accounted for. No satis- 
factory returns were rendered for 82,100,000 advanced 
to the Secret Committee of Congress previous to Augosti 
1779.* Many j^ersons, even officers in the civil de- 
partments, refused to render any accounts.* There was 
the greatest delay and confusion in the settlement of all 
business. Many accounts had been settled without anj 
authority, or without proper vouchers. Mention is made of 

1 Sao Sumner, Financier. I H; Bolles, I. SOi. 

' 8ee GuK^enbehner, 185-187. 

' See Journal of ConKrefu, May 10, 1781. 

4 Journal of Congress, Sept. 30. 17«<j<. j I 

* Letter of Morris, Sparks's Diplomatic CorreitpoDdence, XII. 480, 
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two of these, amounting to $500,000 in specie, concerning 
which an auditing committee appointed by Congress re- 
ported that it was doubtful if many of the claims there 
made against the United States had any solid foundation.' 
Letters by Morris point to similar conditions.' 

Of the money expended in France the greater portion 
was never accounted for. The auditing committee of 1788 
places this amount at about $4,000,000. Silas Deane, one of 
the three commissioners sent to France, conducted 
financial matters most recklessly, and left only confused 
accounts. This was caused not by dishonesty on his part, 
but by extremely lax business methods. Deane was at- 
tacked by his enemies in Congress, and most unfairly 
treated; but the accounts left by him were never satisfac- 
torily adjusted.* After this, Franklin became the financial 
agent of the United States in France. Possessing, as he 
did, the confidence of the French government and the 
ability to secure loans and subsidies, the American cause 
depended almost solely on him during the critical years 
from 1779 to 1782. His character is a sufScient guarantee 
of the honest conduct of affairs during that time; but it is 
also the only one that we have. While he had always pro- 
tested that he was not a business man, and not capable of 
keeping accounts, he nevertheless sought before he re- 
turned to America to obtain a settlement of his affairs. Con- 
gress neglected, however, to perform this simple act of 
justice; and no adjustment was ever secured.* In 1782 Con- 
gress, at the suggestion of Morris, proceeded to make 
jirovision for the settlement of the European accounts ; and 

finally despatched an agent to Europe on that mission.* 

- - ^ 

iJouriMl of OoDgreaB, Sept. 80, 1786. 

* Sparks^ DIpIoinatIo Correspondenoe, xn. 448. 

*8ee BoOm, 887-288; Wharton, Diplomatic Correspondenoe, L chap. XIV. The report of 
tbe com m i t tee that iiiTeetigated Deane'8 affairs is to be found in Sparlcs's Diplomatic Oor- 
iwpondence, H. 108. It Is partly unfair and colored by Arthur Lee's dislike of Deane. 

« See Morsel Fhuiklin, 411, 418. On the whole mibjecU tee Wharton's Diplomatic Con- 
i B UKwd e u ce of the ReTolution, L chap. Z; Morse's Franklin, 805-851. 

• jounal of Congress, May 88, 89; Nov. 18, 80; 1788. 
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But this purpose was only partly fulfilled; and these trans- 
actions have always remained "involved in darkness," as 
was stated by the report of the committee of Congress in 
1788. 

The facts already presented show what confusion must 
have attended the transactions of the treasury. Hamilton, 
in 1790, was obliged to place the expenditures for 1780 at 
the round number of 83,000,000,* which was evidently a 
mere estimate. Congress had constant difficulty in ^cur- 
ing information concerning the exact condition of the 
treasury. At the same time public j^roperty was commonly 
misused and poorly cared for. Great waste arose in this 
way at the very time that the resources of the country were 
reduced to the lowest point. In the report of a committee of 
investigation from Valley Forge it is stated that the "prop- 
erty of the continent is dispersed over the whole country."* 

In both methods and objects of expenditure the public 
moneys were oftentimes squandered. There was found every- 
where the widespread corruption that so often attends the 
purchase of army supplies.' Moreover, the expenditures 
were oftentimes conducted on a most extravagant scale;* 
and this, too, in spite of the efforts made by Congress for 
retrenchment and reform. Also for a long period it was 
attempted to supply the army directly with specific supplies. 
Enormous waste was produced in this way;* but, yet, it was 
only with great difficulty that Morris was allowed to insti- 
tute the system of obtaining supplies by contract. 

Finally, the business of the Board of Treasury was con- 
ducted with a slowness which precluded the possibility of 
an efficient administration. An example of this has been pre- 
served in a letter of an acting quartermaster general of the 
army.* This officer writes, "I am obliged for every de- 

1 Elliot, Funding System, 10, 

s See Sumner's Hamilton, 86. 

> See Kapp, Life of Kalb, 148. 

« See Durand, Materials for History of the Berolutlon, 218, S19; Eapp^ Life of KtlBb, 10> 

* Sunmer, Financier, I. chap. XI. 

•6eeBolles,LSi8a-285. 

▼Quoted in Bollea. 1. 80^-807. 
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mand upon me to ... . make a special application, and some 
times, although not commonly, I get some kind of an 
answer in the course of two or three weeks after applying. 
The 21st of June I sent an application on the estimate of 
Colonel Ck)x ; about ten days afterward I got a war- 
rant for the sum ; yesterday I got a letter of advice from 
the board to the treasurer, and to day * I have got near 
one-fifth of the money. This movement, slow as it may 

seem has been pushed with uncommon assiduity, 

and with more than common success. " In such methods 
lay an important cause of the financial weakness of the 
United States during the period of the Revolution. 

In 1781 Congress finally proceeded to remodel all the ex- 
ecutive departments, and to place a single head in charge 
of the business of each. This step had been postponed as 
long as possible, and was taken reluctantly in response to 
a strong popular demand for such a change.' The old ad- 
ministrative boards had been as inefKcient as such bodies 
must generally prove for executive purposes. Affairs had 
come to such a pass that it was manifest that the old system 
of divided authority could not longer continue. Early in 
1779* Congress had instructed the Committee of Foreign Af- 
fairs to secure information concerning the executive de- 
partments of various foreign governments. But a delay of 
nearly two years ensued before the much needed changes 
were Inaugurated. 

Up to this time the development of the various adminis- 
trative boards out of the early committees of Congress had 
proceeded largely according to the needs of each particular 
case, and without very much conscious attempt to pattern 
after foreign systems. It is true that the Boards of War, 
Treasury, and Admiralty, had derived something of their 
forms from analogous bodies that existed in England at 
that time; but it may be doubted whether more than the 

IMJ 11^1780. 

• Sf Qqgtmbgiimw, 148-160. 

•SMKHtJouniAtoof Ooagreii,IL 180. 
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general conception of the system of board management was 
derived from this source. It also seems to be a fact that 
the Chambers of Accounts created in 1778 had their pro- 
totype in the French "Chambres des Comptes;*' and that the 
title, if not the office, of comptroller was of French origin. 
But this is as far as foreign influence can be traced with 
any certainty. 

But the inquiries into foreign systems which Congress in- 
stituted in 1779 make the case quite different when we come 
to the changes effected in 1781. Early in that year,* Con- 
gress resolved to appoint a Secretary of Foreign Affairs, 
a Secretary at War, a Secretary of Marine, and a Superin- 
tendent of Finance ; and conferred upon these officials pow- 
ers sufficient to enable them to control and shape the af- 
fairs of their departments. This was a step distinctly in 
advance of formal English development. It seems prob- 
able that, at this point. Congress was considerably influ- 
enced by the example of the French administration, in 
which the principle of unified executive authority was de- 
veloped further than in England, or, perhaps, anywhere 
else. 

In the department of finance this needed reform met 
with more opposition than in any of the others. There 
were many people who thought that such a step would 
endanger the liberty of America. This thought was ex- 
pressed by one member of Congress, who in a letter* 
characterized a treasury department as, "at best a very 
dangerous affair to the liberties of the people. " But on 
February 7, 1781, the office of Superintendent of Finance 
was created; and, a few days later, Robert Morris was 
called to fill the position. The Superintendent was given 
all the authority necessary to the proper conduct of the 
department. He was required to examine into the state of 
the finances, and to digest and report plans for their im- 
provement; to execute all acts of Congress concerning 

1 January 10, February 7. 

3 See Sumzier, FinaDCler, H. 181. 
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revenue and eipendimre: :o superintend and control the 
settlement of public accounts and the expenditure of public 
money: and to hare general direction of all the oranohes 
of his department. Then, as soon as Morris had stained 
time to mature his plans, a reorganization of the entirv 
establishment followed. The o£ce of treasurer of loans 
was first discontinued.' his duties being turned over to the 
treasurer of the United States. On September 11 the 
other changes were carried into effect. The officers of the 
treasury were to be an assistant superintendent, a comp- 
troller, a register, and a treasurer, together with such 
auditors and clerks as should be necessary. The comp- 
troller was given the duties of an auditor general: the 
position of the treasurer was not materially changed : and 
the register was to be, as he is today, the chief book- 
keeper of the treasury. These three officers and the 
auditors were to be appointed by Congress. 

The administration of Morris marks a new era in the 
financial history of this period. His business experience, 
supplemented by the training that he had received while 
chairman of the Standing Committee of Finance, had admir- 
ably qualified him for the position of Superintendent. More- 
over, his wide reputation and recognized ability enabled him 
to secure a large degree of independence in the execution of 
the powers entrusted to him. Congress finally authorized 
him to remove from office for just cause all officers of the 
treasury that were not appointed directly by Congress, and 
gave power to suspend all others pending an investigation 
of any charges preferred against them.- This was a matter 
which Morris considered a necessary condition of effective 
administration. Thus, for a time, Congress ceased to 
interfere in the purely administrative work of the treasury. 
Morris appointed to the position of Assistant Financier, 
Gouvemeur Morris, from whom he subsequently received 

tjii]7aB.i»i. 

■Iprlltl, ITBl. 
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important assistance.* Then, having matured comprehen- 
sive plans for the conduct of the national finances, the 
Financier, as he was commonly called, assumed the man- 
agement of the treasury department. 

The condition of the finances at this juncture was as 
critical as can well be imagined. The issues of paper 
money had long since been exhausted. With the disap- 
pearance of the old currency, the receipts from the loan 
offices gradually ceased. Taxes, with the exception of 
those which called for specific supplies, had yielded prac- 
tically nothing for many months; and a considerable time 
was yet to elapse before Morris would be able to secure 
any revenue from this source. Thus the sole dependence 
of the treasury was the loans and subsidies which Frank- 
lin was still able to secure from the French government 
The policy of Morris looked to the inauguration of a com- 
plete plan of constructive finance. First he desired an ef- 
fective system of taxation, favoring federal taxes collected 
by the United States in the form of customs duties. Then 
he proposed to bring about a retrenchment in expenditure 
and a thorough reform in administration. Finally he 
sought to obtain further loans in Europe, which he re- 
garded as necessary in order to meet the whole burden of 
war expenditure, and to tide the government over the in- 
terval that must elapse before his new plan for establish- 
ing domestic revenues could be set in operation.' 

When Morris finally entered upon his duties in June, 
1781, his only available resources were such bills of ex- 
change as Congress was in the habit of drawing on the 
foreign envoys, without knowing whether any funds ex- 
isted in Europe for meeting the bills. Almost immedi* 
ately General Washington called upon the new Superin- 
tendent to find the means necessary to carry on the York- 



1 Sec Roosevelt^B Gouverneur Morris, 108 et seq. ; Sumner, Finandrr, I. 8«0; 
Gouvenieur Morris, I. chapters 18 and 14. 

' In this account of Morris's administration our chief dependence hat been npoa tt> 
careful investigations of Prof. Sumner. Bolles has been consulted with 101118 adTiiUm 
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town campaign. Morris was obliged to provide the army 
with transportation from the head of the Chesapeake, to 
advance a month's pay to the soldiers, and to forward spe- 
cific supplies to points convenient for the expedition. 
By means of the most strenuous exertions he was enabled 
to meet these demands. Fortunately in August $462,000 
in specie arrived from France; and this sum in the careful 
hands of Morris was productive of the most important re- 
sults. Thus through heroic efforts the campaign was 
brought to a successful termination. The total expendi- 
tures from February to December 31 were $723,000, more 
than $500,000 of which was devoted to the support of the 
army.* 

It is not possible within the necessary limits of this 
chapter to enter into the details of the work of Morris dur- 
ing the next three years. The most that can be done is to 
outline the general features of his administration. From 
the very beginning he endeavored to secure from the 
States a prompter compliance with the requisitions made 
by Congress. Constant appeals and statements of the 
weakness of the treasury were sent to the governors of 
the States. These entreaties were commonly neglected; 
but, in spite of all difficulties, after the middle of 1782 the 
receipts from the requisitions began to supply a consider- 
able portion of the government's revenue. Morris appreci- 
ated, however, the weakness of the requisition system, and 
urged upon Congress and the States the establishment of 
federal import duties. All the influence that he could com- 
mand was used to induce the States to grant this power to 
the general government. Besides urging the importance 
of taxation, Morris seized upon every possible expedient 
to increase the income of the treasury. He conducted 
oommercial transactions on behalf of the United States, 
and engaged in other ventures which were hardly dignified 
vndertakings for a Superintendent of Finance.' 

llbt Report of 1790, Bankers' Magadne, 1860. 

*1L ttWHtftlBg, Me Simmer, Financier, 1. 289-3; dipping coin, Ibidem, n. 44-45. 
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While struggling to increase the national revenues, Mor- 
ris sought with equal care to secure economy in the matter 
of exi)enditure. During his superintendency Congress was 
induced, as will be shown in the following chapters, to pre- 
pare the budget more promptly and carefully than at any 
other period in its history. After appropriations were once 
made, Morris manifested a determination to apply public 
moneys solely to the purposes contemplated by Congress.* 
How far he adhered to this intention it is impossible to 
ascertain ; but it is clear that he alone of all the adminis- 
trators of the treasury realized the evils that attend the 
transfer of appropriations and the diversion of public 
funds. In all departments of expenditure retrenchment 
was carried on, and numerous economies effected. Waste- 
ful methods were changed, useless offices abolished, 
and the running ex^^enses of the government largely re- 
duced. = A comparison of the estimates of expenditures for 
1781 and 1782 shows how successful Morris was in his 
efforts in this direction.' 

Under the now regime the business of the treasury was 
conducted with a dispatch hitherto unknown. Every effort 
was made to secure a i)rompt settlement of the public ac- 
counts. Order was gradually introduced into the transac- 
tions of the department. Congress and the States were 
furnished with more exact information concerning the 
state of the finances, although publication of the quar- 
terly reports of the treasury was deferred until 1785. In 
order to assist the government in its financial operations, 
Morris secured the consent of Congress to the establishment 
of a bank.^ This plan had been previously suggested by 
Hamilton, Gouverneur Morris, and i>erhaps others.' Early 

I See letter of MorrU in The Historical Magazine. VI. l((0. 

' See Sumner, Financier, U. 107, for d^Hicrlption of methods of treasurj adminbtntloi 
under Morris. 

* See i>. 175. 

* Journal of Conflrress, Blay 86, Dec. 31, 1781. 

* On the establishment of the bank, see Sumner, Financier, IL chap. XVH; Lodfe*! Bam- 
Qton, S7; Morris's Hamilton, 00-73: Rooserelt's OoUTemeur Morris, 103; BoUea, iTt-VS: 
Lewis, Bank of North America. 
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in 1782 the Bank of North America, incorporated both by 
Congress and the State of Pennsylvania, commenced opera- 
tions which were based principally upon $250,000 of public 
money which Morris had invested in subscription for its 
stock. After surmounting many difficulties, this institu- 
tion rendered the government most valuable assistance. 
At different times during his adminstration, Morris bor- 
rowed from the bank $1,249,000, while the United States 
received f 22, 867 in dividends up to the time that its stock 
was surrendered in re-payment of money borrowed from 
the institution. For these loans, interest amounting to 
129,719, was paid. 

The extent and variety of the duties which Morris was 
called upon to perform baffle all description. Never, -per- 
haps, has a minister of finance carried on operations of a 
more miscellaneous character. There was certainly no 
branch of administration in which his influence was not 
felt. On several occasions he employed his well estab- 
lished personal credit to support that of the United States. 
This seems to have been the case with the notes amounting 
to over $S00,000 issued to the army at the time of its disband- 
ment. By reducing the expenses of the government he 
vras able to reduce gradually the number of notes outstand- 
ing; and to retire from office in November, 1784, with the 
wrarance that all would be paid at maturity. There are 
numerous stories to the effect that he devoted large 
amounts of his own money to the public service. Thus he 
is said to have advanced $1,500,000 toward the expense of 
the Torktown campaign. But such statements have no 
basis in fact. In an account ^ which Morris rendered after 
the capture of Comwallis, there is a record of $12,000 which 
the Superintendent had advanced to the United States. Bt 
this is the only transaction of the sort that is evidenced 
by any of his accounts. 

A final feature of Morris's work was his attempt to clear 

U^^amatks Corrwpondeooe, XI. 401. 
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lad spofn Congress, which gradually withdrew i;s en- 
■meeacent auid active support. Personal enemies^ prosni- 
sia ^^^^^'-f whom were Arthor and William Lee. com- 
e&ced a series of contemptible attacks upon the Financier, 
garaging his administration, and charging him with 
iring derived personal profit from his old position as a 
eaber of the Committee of Commerce. 
At the opening of 1763 nothing had been done toward 
rtiblishing the domestic revenues necessary to place the 
itioa's finances upon a sound and honest basis. In spite 
I the careful management of the treasury, large expenses 
id been incurred in both of the preceding years; and the 
veign indebtedness of the government had been in- 
"eased. Perceiving that his plans for a permanent do- 
estic revenue had failed, and that he no longer possessed 
e full support of Congress, Morris resigned his position 
i Superintendent.' In his letter to the President of Con- 
fess he said: "To increase our debts while the prospect 
paying them diminishes, does not consist with my idea 
integrity. I must therefore quit a situation which be- 
mea utterly unsupportable. " 

Bui the army had not yet been paid, and no one but 
nrris cotdd find a way of doing this. At the earnest en- 
laties of Congress, he consented to continue in office un- 
some settlement could be effected and the army dis- 
(ided. As we have seen, the soldiers were partially 
id by issuing notes, upon which Morris put his name in 
ler to support the credit of the government.' After 
ng him in this, the greatest service which the Finan- 
r rendered, his enemies resumed their attacks with a 
Aimesa which is hardly credible except to one who has 
!Ome familiar with the asperities that attended the polit- 
1 controversies of that time. In November, 1784, Morris 
ally retired from his position, having made provision 
! the redemption of all the notes issued to the army. 
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anii a«5id iLtj. in a x.ai:n«5r hi^JilT adTanraseous zo die 
Uni:r<i .S:a:es. and :z conf jrailtT Trirh ±.e systeni laii 
doTTi. '-.T Confess. ■ I: Traa al^o foind :hai ainc* the ap- 
rjoiL:c[:'=:i:: of the 5':pe7i-:ecd»=n: of nr.ar.oig. rhe public ac- 
oo:r-'>. of r^eirjta and expendinrea have been ree^larir 
and v:r-ctial:T :-:erj*.: and that manv of the accoazi3 vhidi 
tir«ioeded this :n.stLt:t:on have alreadr been settled, and 
siOfit of the others oit into a train of adjnstznenL Thai 
all fjersons who hare been entrusted with public money. 
under the piresent appointment have been recnlarly called 
upon for an account of its ex]>enditure. and that their ac- 
co'ints have all been furnished. except:ng only the quarter- 
master general, and some few others. Further, ic is 
stated that, after comparison of Morris's accounts with 
those of earlier vears. it appeared that the order and 
economy which has been introduced since the establish- 
ment of this office, has been attended with great savings 
of public money, as well as many other beneficial oonae- 
fjuences. ' Among other reforms the committee found 
"that in the department of commissary of issues no less 
than two hundred and fifty persons were discharged, whose 
pay amounted to yfl26,300 per annum. That in one instance 
a demand was made for one thousand tons of hay for the 
jiost of Philadelphia, of which ten tons only were granted. 
The residue being rendered unnecessary by the new ar- 
rangement. " 

In view of all the attacks which were made upon Morrifli 
it may be well to present one other piece of testimony. 
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.y true .laoie to suspicion, ana oonseouect.y .es^ enica- 
cious. If you suppose rha: person •Morris* has rendered 
the public no valuable services. I acknowledge that there is 
a very considerable difference in our sentiments. If you 
suppose that he may have rendered valuable services, but 
that his notions of govemmeni. of finance, and of commeive. 
are incompatible with liberty, we shall not differ. I think. 
therefore, that the fort to be raised against him ought to 
stud on this ground, if. in urging his dismission, or rather 
a new arrangement of the office, it shall become necessary 
to be personaL But I hope it will be generally agreed, that, 
if it was necessary to create an omnipotent financier in 1751. 
thai necessity does not exist now. - 
A few months' previous to this final retirement of 
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Morris, the powers which had been entrusted to the Super- 
intendent were again placed in commission, by the creation 
of a new Board of Treasury, consisting of three members. 
Considerable difficulty was experienced in finding saitabl^ 
persons that were willing to take the position.' For sev^^ 
eral months after the retirement of Morris, the affairs ^^ 
the treasury were conducted by the comptroller; and not 
until the middle of 1785 did the new Board of Treasury as- 
sume the direction of the department. The administration 
of this body furnishes nothing of any interest, its chief 
work being the adjustment of the tangled accounts of the 
Revolutionary period. It had become evident that, with 
the failure of the attempt to establish national revenues, 
the government of the Confederation was wholly unable to 
improve the condition of the national finances. Thus the 
Treasury Board had no stimulus to energetic action. In 
much the same way as the former Boards, it continued to 
administer the affairs ol the department until succeeded by 
Hamilton in September, 1789. 

The action of Congress in placing the department again 
in commission was a victory for the opponents of Morris 
and for the advocates of the system of board management 
But there were many who recognized the real reasons for 
the apparent failure of the Financier, and the country did 
not lose the benefit of its experience under a capable min- 
ister of finance. In 1789 the question was fought out for 
the last time, and the department of finance was finally 
given a single head. 

1 See Journal of CongreM, June 8, Kot. ao, Dec. 10, 17S4: Jan. 85, April 1, 1785. 
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CHAPTER n. 

THE BUDGET AND THE HISTORY OP BUDGETARY METHODS 

Section I. — Historical lnt7'oditction. 

The finaDcial activity of the state centers around the re- 
ceipt and expenditure of public money. In order to se- 
cure stability, there must be a constaot adjustment of one 
line of activity to the other; and financial equilibrium 
innst be constantly preserved by a formal ordering of rev- 
enue and supply. The accomplishment of this result in- 
volves, first, the ascertainment of the necessary objects 
and unounts of public expenditure; second, the determina- 
tion of the methods to be employed in raising the needed 
money; and third, appropriate organs for collecting and 
■pplying the supplies devoted to the public service, 

In modern representative governments the legislative 
departments have assumed final authority in the decision 
of questions of revenue and supply. The word budget has 
Iwen used to designate the legislative enactment by which 
public revenues are determined and appropriations fixed 
for a definite period of time, usually a year,' Such a pro- 
Mdiire implies, first, a preliminary estimate of necessary 
*ipense3 and probable revenues; and second, a law author- 
l<ing the necessary forms and amounts of expenditures 
tod taxes. At least, this is the case wherever perfect 
toity is realized in budgetary procedure. ' Manifestly 

IPUaiUaounloa of tbe BclaotlSr: meanlngof ilie vr^rd tiuJitet. flee ijtourm. Le BudK^C, 
ehtpUr L BcctioD 1. Tbe tena iraa tint, used Id EdkIsqiI about ITCU Co dealgaats tbe aa- 
au*l flnuiclkl natement. See Dovell. Historr of Toxatloo Id EdkIuk], 11. ItH, BiuCAble, 
Public Fliuwce, 408; BoKber. FlauuwiHeeDMluA;, arc. ISO. note 1. 
■ On Uie subject ot [bebudcet mk Bostabte, Public Finance, Bk, VI.. cbftpi. 11, And til.; 
LfToj BMulleu. Sdanoa dM Flnaoces. 11.1-191; Cohn, FlaaniwlsseDKbatl. !«■. ITO. 1TI; 
MUnek. "Bud^aU-dchC" In Hutlw^rterbuob d«r StaaUirissenicliarMn, U. TTli Roachar 
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some such preliminary estimate of income and expenses, 
and such an Jidjustment of resources to demands is an ab- 
solute necessity for any large public economy. Without 
it, adequate provision cannot be made for all the public 
wants: and there can be no coordination of revenue and 
expenditure. 

But, if legislative authority is to be a reality in these 
matters, this pivliminary determination of revenue and 
supply must he supplemented by etfective checks on the 
collection and issue of money, and by the ri^ht to inquire 
into the actual application of all public funds. Such 
methods of control and audit are a necessar}' part of any 
system of legislative control of the finances. Of this more 
will be said in another chapter. 

The term budget is one that has been but little used in 
the United States in the discussion of our national finances. 
This is. perhaps, due to the fact that the separate legisla- 
tive management of the expense and revenue sides of our 
federal budget has destroyed that appearance of unity 
which characterizes the methods of those foreign coun- 
tries in which the word is commonly used. Indeed, it is 
possible by a process of strict definition to deny that 
budget is a proper term to apply to the series of separate 
acts by which Congi*ess each year deals with the question 
of federal revenue and supply. 

It seems desirable, however, to use the term in the dis- 
cussion of our national finances. In so doing we are in ac- 
cord with the usage of other countries; while, at the same 
time, we are reminded that there is after all a fundamental 
connection between our separated revenue and appropriation 
laws. Formal unity is, of course, lacking in ^ our present 
budgetary methods; but that is no reason for not employing 
the word budget, in a broad sense, to designate the entire 

Finanzwiflsenachaft, sees. 58. 150. 151: fc^chantB, '^BuUget^'' in HMldwQrtartluel^ IL W; 
Scein. FinanxwisBenscbaft, L SOO et seq.: Stourm, Ld Budget; UmpfMibMdu nHW* 
wlaaeiwchaft, 489 et seq.; Wagner, FinanswissenschafC, I. 219-158, alto In 8eh8BliH0 
Handbucb der Politlschen Oekonomie, III. 58d et seq. 
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process by which measures for our federal revenues and ap- 
propriations are pre^mred and enacted. Such is the sense 
in which the term will be employed. 

Modern budgetary methods originated in England, where, 
nearly a century before our Continental Congress met, an 
effective budget system had been finally established. It 
will not be necessary to treat of the early stages of 
this development; but it is desirable to refer to the history 
of the English budget after the Revolution of 1688.* 

This Revolution, ending a struggle that had colored 
English history for several centuries, finally established 
parliamentary supervision and control of the finances, as 
of other branches of the government. Parliament insti- 
tuted the system of annual appropriations for the public 
service. These were based upon estimates presented on 
the responsibility of the ministers, and specified both the 
objects and amounts of expenditure for the ensuing year. 
At the same time, the supplies for the royal household, the 
personal expenses of the king, and for the payment of pen- 
sions and certain civil offices, were separated from the rest 
of the expenditures and brought together into the "Civil 
Idst.'" The various branches of expenditure were then 
assigned as charges on the permanent revenues of the gov- 
ernment, and additional taxes were imposed whenever re- 
quired to meet the expenses of any year. Thus the pub- 
lic revenues were devoted only to such purj^oses as Parlia- 
ment should sanction, while there was secured a unified 
regulation and more accurate adjustment of receipts and 
expenditures. 

The development of cabinet government brought the de- 
rails of all financial transactions before the House of Com- 

liortlM blBtorj of taxation and appropriations before this date see Wilson, the National 
Mffrtb chap. L: Stubbs, Constitutional History of EnKland, II. sec. 374, III. sees. SrO. 371, 
V.flS; BuUble, Public Finance, 04.1-011; Gneist, History of the Enfflish Constitution. II. 
litHq^ 40«t seq., ISa 310, 89S et seq.; Roacher, FinanzwisMnschaft, sec. 53. 

*8itDoirall,Bittor7 of Taxation in England, II. 40-11; Macaula}', History of England, 
r.aMBB;]Uj, Constitutional Hlstorj- of England. I. 104 et seti.; Todd, Parliamentary 
L M9. 890: WUson, The National Budf^et, chap. VI. 
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mons, which had already established its superiority to the 
House of Lords in the matter of money bills. In this pro- 
cess the financial estimates and statements of the ministry 
developed into what was known as the budget, and intri- 
cate rules of parliamentary procedure were gradually 
adopted. Such was the form which English budgetary 
methods had assumed at the end of the eighteenth cen- 
tury. ' 

Section II. — Bevemte and Supply in the American Colonlti} 

In order to understand the circumstances under which 
the Continental Congress evolved a budget system, it is 
necessary to refer to the experience of the individual 
colonies in their efforts to develop systems of revenue and 
supply. It is not within the scope of this essay to under 
take any exhaustive presentation of this early budgetary 
history. Indeed, a vast amount of investigation into the 
subject of colonial finance will yet be required, before snch 
a complete treatment will be made possible. It will suffice, 
however, for the purpose to draw from the most important 
secondary and the more accessible original sources a brief 
account of the development of budgetary principles in the 
thirteen colonies. 

(-4) Hie Separation of Powers, 

Through the varying, yet similar, processes by which 
representative governments were instituted in each of the 
original colonies, nothing stands out with greater distinct- 



1 For the present English budget ostein, see, BlackBtone, Commentarlei, L Bk. 
ters U. and vm.; Buxton, "Budget,'' in Palgrave's Dictionary ot PoUtteal E eo uo B ^y ; ( 
Engliaches Verwaltungsrecht, L iSl ; May, Parliamentary Law and PneUoo, chap. XSl; 
Jellinek, '*Budgetrechc,'* in Handwurterbuch der Staatflwiasenscfaaftao, H. nS-977; 
Spofford, "Budger/' In Lalor's C}'clopedia of PoUtical Science, U. 818; Tbdd, 
Government, I. 689-^25; A. J. Wilson, The National Budget, cfaap. VI.; Woodimr 
Congressional Government, ISTetseq. For other European oountrieii Me Lerafl 
lieu, n.; Stourm, Le Budget; Czoernlg. Darstellung der ElnrtefatunjCBD flbw 
Jellinek, ''Budgetrecht,*' In HandwOrterbuch, II. 777-787; Proceedings of die 
1874; U. S. Consular Reports, No. 00, March, 1886: Spofford, **Biidget,*' In ! 

* For a list of the authorities referred to on this subject see the senaml hitaUopqiVi 
p. 271 etseq. 
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ness than the persistence and success with which the 
colonists insisted upon the right of their legislative as- 
fiemblies to direct the finances. This side of colonial his- 
tory is so familiar, that we can assume the facts of the 
separation of powers and the establishment of legislative 
control of the finances. In the following pages attention 
will be confined chiefly to a consideration of the formal 
methods of legislative procedure in budgetary questions. 

(B) Legislative Control of Reverme, 

While other forms of revenue existed,* taxes became 
more and more important in colonial budgets as the country 
developed, and as the colonial wars necessitated a heavy 
increase of public expenditures. This discussion, there- 
fore, may safely be confined to the revenues derived from 
taxation, direct and indirect. 

Prom the first, the colonists appreciated the fact that 
legislative control of taxation could be made effectual only 
by limiting the operation of tax laws to short periods of 
time. Over this subject arose some of the earliest con- 
flicts between the royal, or proprietary, officials and the 
colonial assemblies. Direct taxes were regularly limited 
to a short period, while the indirect were restricted, but 
not so sharply.^ In Massachusetts and New York, however, 
even the indirect taxes were continued from year to year 
by a constant re-enactment. Thus the governments were 
left without permanent sources of revenue, and legislative 
authority was insured. 

Some of the earliest attempts to control the application 
of revenues arose in connection with acts for levying 
The assemblies frequently specified the purposes 



>S|j,TuBBtioii, 107etseq.; Douglais Massachusetts, chaps. UL and IV.; Ripley, Vir- 
Wm 1061.001 106. 

*0okipiil history offers such abundant illustration of this that we need not refer to 

MsliI works on the subjecL See Lodge's American Colonies; Douglas, Finandal 

of ¥siBSii]ioBetts; Ripley, Financial History of Virginia; Schwab, New TotIe 
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for which the taxes were imposed. This specialization oi 
funds was often of such a general character as to prevent 
the realization of the purpose in view.* But, in othei 
cases, taxes were levied for such special purposes as the sal- 
ary of a governor, the construction of lighthouses, fortifica- 
tions, etc. In Virginia taxes were pledged for the payment 
of public debts, and appropriated to that end, "and to no 
other use or purpose what>soever.' 

( C) Legislative Control of Appropriations. 

As we have seen, the earliest method of controlling the 
expenditure of public funds was that of specifying in the 
tax laws the object for which taxes were to be raised. But 
this amounted to nothing more than the appropriation of 
lump sums for the general purposes of government, and 
left to the legislature little actual voice in the disposal of 
public moneys. Accordingly, we find in the colonies, at w 
early period, a movement in the direction of making sup- 
ply bills specific in character, and of restricting their ope- 
ration to a short period. 

This is well illustrated in the history of New York. 
Some of the most bitter struggles of the eighteenth cen- 
tury in that colony centered around the efforts of the 
Assembly to limit the operation of supply bills to the space 
of one year, and to make the appropriations specific both 
in objects and amounts.* 

In South Carolina, after 1721, the various tax laws con- 
tained "long appropriation clauses appropriating every 
penny raised to some specific object."* To refer to the es^- 
perience of other colonies would be but to multiply exann^ 
pies of the same character. These may perhaps be mosi 

1 Id BfaaitAchusetto, for example, the first taxes after the prorincial charter of 1091 wttt 
laid " for the defense of his Majesty's subjects and tnteresta.'' See Acts and ResolTss ^ 
the ProviDoe of Massachusetts, I., session of 1002. 

* Hening, Statutes at Large, vm. ttSO, March, 1778. 

> See North, in Magazine of American History. 1879, 185, et seq.; Roberts, New York, 287! 
Smith, Hist, of New Turk, 4SS; Bancroft. II. 400. 

«, Whitney, Goremment of the Colony of South Carolina, 06. 
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conveniently found in Massachusetts, Pennsyivania, New 

Jersey, and Virginia.' 

The struggle for the limitation of the objects and amounts 
ol appropriations arose oftentimes in connection with the 
stiaries of the governors and other officials. This was espe- 
cially true in Massachusetts, where the legislature even 
went so far as to reduce arbitrarily the salary of the gov- 
ernor, as a means of punishing that officer.' In New York 
TC have an interesting message' by Governor Clinton on 
this same subject. The royal governors continually recom- 
mended that England should create funds for the mainten- 
ance of royal officials in the colonies; and the desire to do 
this was one of the reasons for the final attempts to tax 
America.' But the colonies perceived clearly the issue in- 
volved. Having found that the control over supplies was 
tie most effective safeguard against encroachments by the 
royal officials, they were ready to resist to the utmost the 
attempt to establish in America a civil list independent of 
the grants of the colonial assemblies." 

Partly from opposition to the governor, and partly from 
unwillingness to raise the necessary taxes, the assemblies 
not infrequently refused to make adequate provision for 
tie support of government. Perhaps North Corolina fur- 
aishes the most notorious instances of this sort.' In Con- 
necticut the salaries of the governor and other leading of- 
ficials were dependent upon semi-annual appropriations, 
which is probably the shortest limit placed upon salary 
snots in any of the colonies.' 

IrtetlwrrFrereDcenillbPDUulstaMassBehuaetuliitlieroLlowlati v^xes. For Peniu;!- 
■H^iM BbihtdIi.U. as. Urt.-fr;Uanlon. SIS, 8^ XU; Fnnklin'B msIorlcaL Rrvlew of 
fca7'**ek*';lllnii(nnrUiePn>Tincial CouDcll. I. 4S7, 'IIW ec ■«■. For »«» Jerwy. 
*» dnetvtt, n. M; Crowll, ai . For VlrgluH, see Riplej, OS. 9r. OD. For JlarjIaDa, we 

'lneBtacnat. St. t8,BV, in: Felt, HistorjotTaxnUoD in MsssoobuwCU. 

■ JounikJs of Ihif LegMU.in Council, itrH. 

'Sm SMDcthfi, H. i<d, U7. S34. SW-aSI, 3b3 etn(|.: Flske, American ReroluClDo, chap. I. 

«8w Buwpori, n. »o. »0: m.^1^««. 

t. It. SM. Ml. See >1h) Che cane of PenaKi'ltiuilit. BaDL-rofC. I1.ST1-S7J; HI. 81. 
ublla Recoil of Connecllcut. I~l. XUl. Kl. Ma. 
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Toward the close of the colonial period legislative con- 
trol of appropriations had become so well established, that 
the conditions existing in all the colonies correspond very 
closely with those dejncted by Mr. Smith in his description 
of the state of government in New York.^ Smith's words are 
as follows : "It will be seen that the democratick branch of 
the colonial government had placed the governor, and almost 
every other officer, in a state of dependence upon its votes 
and measures. Not a single shilling could be withdrawn 
from the treasury, but by legislative consent. This was 
particularly galling to the lieutenant governor. It had 
stripped him of that executive patronage and influence, 
which was deemed by him so essential to the support of 
his administration. In truth, it was a great step towards 
that independence which was afterward obtained." 

(B) R estrictions on Transfers mid Diversions of AppropriatioiM. 

The strictest specification of the objects and amounts of 
expenditure will not, in itself, secure the application of 
all public funds in accordance with the will of the legisla- 
ture. Money may be expended for purposes not strictly 
contemplated in the original appropriations; while unex- 
pended balances are always arising so as to furnish an easy 
means of evading the specific provisions of appropriation 
laws. Such difficulties met the people of the colonies in 
their attempts to control expenditures, and became the 
subjects of special legislation. 

In Virginia the desire to control the application of public 
moneys caused the legislature, as early as 1695, to appoint 
a treasurer who should be accountable to the House of Bur- 
gesses alone." This officer was thus independent of th« 
colonial agents of the Crown; and through him the Btff- 
gesses were able to control the administration of the finB&' 
ces. His duties came to be strictly prescribed, and he was 
required to give bonds for the faithful performance of his 

1 Smith, New York, 445. 

« See Ripley, Financial History of Vlr^flnia, 102-103. 
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work.^ Warrants for the payment of money were to be is- 
sued only in accordance with the acts of the General As- 
sembly. 

New York went still further.^ The Assembly early gained 
control over all the officers charged with the collection and 
disbursement of the revenues of the colony, as did the 
Virginia House of Burgesses.* This was accomplished by 
naming the occupant of each office in the act appropriating 
money for salaries. But a further step was taken at an 
early date. The Assembly resolved that the payment of 
any money by the treasurer before the passage of specific 
acts for its appropriation should be deemed a misapplica- 
tion of funds, for which that officer should be held account- 
able.* In subsequent acts the treasurer's accountability 
was further emphasized, as in the general appropriation 
bills of 1774 and 1775,* by which the treasurer was instructed 
to account to the governor, the Council, and the Assembly 
for all payments made under the authority of those acts. 
In the appropriation bill of this last year all unexpended 
balances remaining in the treasurer's hands were specially 
appropriated for the support of the government.' '1^ 

Massachusetts, also, provided restrictions of this same 
character. The general appropriation acts of the province 
specified the objects and amounts of expenditure, and then 
contained a general requirement that money should be ex- 
pended "for no other purposes whatsoever. "' But of greater 
interest is a provision of the appropriation of 1733. ' This 
law required that all balances of appropriations arising un- 

1 8m H«obig« Statutes at Larj^, VL 249. 
*8m Xagasine of American mstory. III. 168. 

* or. alio F^nsylTania. Franklin's HLstorical Review, 82; Minutes of the Provincial Coun- 

«ttBitli,«M. 

* lAWB Of N. Ym 1774-1775, 61 et seq., 94 et seq. 

* Oompuv also the cases of Pennsylvania and South Carolina. See Franklin's Historical 
Itflffr of PBonsjlvania, 82; Minutes of the Provincial Council of Pennsylvania, 1. 467; 
Wytatg^ Qofwnment of the Colony of South Carolina, 45, 46. 

* lett aad BoMlvas. V. 108. 
•lettaad Betolvei, II. €93. 
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In Massachusetts, viurinsc the eighteenth century, disputes 
arose in the '.eiris'.ature over the right of the Council to 
make amenvlntents to tax bills. An instance of this sort 
arose in 174'* when the House lorcevi the Council to yield 
its claini to the right of :ixenviing such measures.* Much 
interest attaches to a resolution adopteil by the House on 
this occasion; it is very surprising that the honorable 
Board should in their vote of this day begin a grant of • 
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great expense to this Province; for how reasonable soever 
the particulars noted may be, yet the House apprehend such 
grants should always originate with the people, who are at 
ihe cost of them. " In such questions the superior powers 
of the lower house became finally established by the first 
State constitution of 1780.' Here it was provided that, 
"All money bills shall originate in the house of represen- 
tatives: but the senate may propose or concur with amend- 
ments, as on other bills. " It was this particular clause 
which served as the model for the similar provision of 
our federal Constitution.' 

The New York Assembly, at an early period, asserted a 
claim to superior power in questions of money bills.' The 
controversy on this subject seems to have lasted for 
some time; but no restriction was placed on the power of 
the Senate to originate or amend money bills in the first 
constitution adopted in 1777. In Pennsylvania the exist- 
ence of a uni-cameral legislature prevented this question 
from malE:ing an appearance. But, in 1755. when the gov- 
ernor ventured to prepare a tax law, the Assembly pro- 
tested that the executive "neither could nor ought to iJfo- 
pwte a money bill." ' 

During the colonial period of New Jersey's history, the 
principle was established that the initiative in taxation lay 
with the representatives of the people, and not with the 
proprietary body or the governor.' The State constitution 
of 1776 prohibited the upper house of the legislature from 
preparing or altering any money bill.' In Maryland bitter 
contests had taljen place between the two branches of the 
legislature on the subject of supply bills.' and the constilu- 

■Sie ail|)lll, MiullK)Hrnper«.lS.«-1S31. 

'KwlUBMiDForAnierlcaiimalory, m. 1B9: JoufniiU of lUe LeBWatlve Council. 1705, 
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In the Federal Convention of 1787, after a long struggle, 
restrictions were placed on the right of the Senate to 
originate money bills.' From !he debates in that body we 
le&rn that this privilege of the lower house was the cause 
of serious contentions between the two branches of the 
I^slaturesof those States in which such a restriction was 
made.' One of the opponents of the projmsition to place 
such a clause in the Constitution ventured the opinion that, 
"These clauses in the constitutions of the States had been 
put in through a blind adherence to the British model." ' 
But these investigations have shown that such was not the ' 
case. The restrictions appear to have been in large part I 
the result of years of conflict between the two houses ot\ 
the colonial legislatures. Although two States left such a 
provision out of their constitutions, yet it would seem that 
Gerry, in a speech at the Convention, voiced the opinion . 
of a majority of the people of the United States when 
siid, "Taxation and representation are strongly associated'^ 
in the minds of the people; and they will not agree that 
Wy but their immediate representatives shall meddle with 
their purses,' " 

A final feature of this contest over the relative powers 
of the two branches of the colonial legislatures is of in- 
terest. It appears that the practice of placing "riders " ' 
^a appropriation bills had been in some States, at least, a 
t'ODimon one. The earlier method by which the popular 
^iMnch of the assembly had sometimes forced approval of 
''^sired legislation had been to hold back the supply bills 
**xitil such approval had been secured, It is possible that 
^•^e practice of using "riders ' grew out of the earlier cus- 
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Tcl.! v:C'.r^ a certain f mdam-^ntal rinirv in bidee^arv pro- 
c^i ;re. a-^ 15 v.e case in. the United States. A fornial 
un'.tj. h-OTc-erer. Trill secire a better ai;:i5tinen: of p:ibl;c 
re?so;rces and i:ee»ia: and is. for that reason, desirable. 
T?.l% :.-r.^/jr:aiit fact has received too lircle attention in the 
United State* on acco:int of the ease Trith irhich onr fed- 
eral expeniitires hare been =:et from the proceeds of in- 
direct taxes. 

Ifi the earl:e-.t periods of colonial history we can not ex- 
f>ect to fin'l 2iuc'n unitT in the management of revenxies 
ar.d exfjendlt-ires. This co:ild no: be secured until settled 
conditiofiS T^ere developed, and until regularity was intro- 
fliced Into financial transactions. By 1775. however, it is 
possible to detect considerable advance in budgetary pro- 
ceedinifs in the direction of unity. This is important on 
account of the influence which it may have exerted on the 
pr^x:erture of the Continental Congress. It is necessary, 
therefore, to refer to this feature of colonial finuice. 
Thes^; investigations have been confined mainly to the col- 
onies of Massachusetts, New York, Pennsylvania, Virginia, 
and South Carolina, in which the finances had reached the 
most advanced stage of development found during the 
colonial period. 

Uefore s|ieaking of the budgetary methods developed in 
Massachusetts, it is necessary to refer to the forms and 
mfsthods of taxation employed in that colony. From the 
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euiiest times the chief reliance had been upon direct 
taxes, of which property and poll taxes were the princ:p«d 
forms.' These were apportioned among the various towns 
of the colony, and were assessed and collected by local au- 
thorities. The final receipt of these taxes was generally 
anticipated. In 1690, on the occasion of a tax levy of 
£40.000 for expenses incurred during the first of the colo- 
nial wars, the government issued treasury notes payable in 
one year, by way of anticipating the collection of the tax. 
This practice soon became regular, and the time 
for the redemption of the notes was gradually ex- 
tmded until it became thirteen years. Only a portion of 
the issues was redeemed each year. Thus, it was thought, 
the weight of taxation might be lightened by distributing 
the burden over a series of years. The evils of such a 
system finally became so great that about 175«J^ there began 
a transition to the method of resorting to loans in antici- 
pation of the future yield of revenue measures. Thus the 
issue of treasury bills, which were virtually a paper cur- 
rency, ceased until the time of the Revolution. Manifestly 
this practice complicated the budgetary methods of the 
colony. ' 

At an early date indirect taxes were introduced in the 
form of excise and import duties.' These were resorted to 
in order to ease the burden of direct taxation, but they 
always formed a subordinate part of the revenues of the 
ebkmj. A feature of interest is that these duties were, in 
tlie provincial period, re-enacted yearly, and were not 
allowed to offer the royal governor a permanent source of 
veTenne. 

TbB combination of direct and indirect taxes in the 
tnancial system of the colony is a point of great signifi- 
in the development of budgetary methods. The pol- 

FlaaBdal History of MasBacfausetts. a^Td. 

■ibrlecc, see DougrUui, MAssachusects, 117-135: Felt. Historr of TaxjLtioa in 
; Somner. American Currencj. 
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icy of the lower house of the legislature duriog the first 
half of the eighteenth century has been characterized by 
Mr. Douglas* as " a persistent refusal to raise by direct 
taxation one penny more than a sum calculated, not always 
accurately, to be just su£Scient when added to all the 
other revenues of the province, to cancel maturing obli- 
gations, and in the abandonment of the constantly increas- 
ing current expenses of the government to be met by 
larger and larger issues of bills of credit." In this dispo- 
sition to limit the levy of direct taxes to the exact amouni 
required over and above all other receipts, there was a 
powerful force making for an exact adjustment of rev- 
enues to expenditures, something that can be secured only 
by budgetary unity. Furthermore, the apportionment of 
direct taxes among the towns must have furnished the 
representatives with an additional incentive of the same 
character. 

Beginning with the history of Massachusetts as a royal 
province, we find that, for several years, the revenues 
were raised by grants of direct and indirect taxes, "for 
the defense of his Majesty's subjects and interests," and 
for other equally vague and general purposes. Moreover,. 
the revenue measures of each year were commonly four in 
number, and there was no budgetary unity. Duties of 
impost and excise were granted by separate yearly acts, 
and a third bill regularly provided for the issue of treas- 
ury notes to meet current expenses. Finally a fourth 
measure im{)Osed "assessments on polls and estates" to 
meet the installments of earlier issues of bills falling due 
within the year. Some sort of adjustment of revenues to 
expenditures was secured through the efforts of the lower 
house of the legislature to avoid levying direct taxes in 
greater amount than was required, after allowing for the 
receipts from other sources of revenue. 

As we approach the year 1730, certain expenditures are 

1 Financial History of Maasachoietts, 121. 
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ziade sjiecific in object and amount, and are provided for 
ir separate bills. Thus the governor *s salary and The i^y- 
xen: of members of the Council and House of Kepresenta- 
rves irere voted sei^arately in bills which, after a time, 
cazie to carry with them si>ecial tax levies for these j^ur- 
i-oses- Thus a closer control was exercised over objects 
of expenditure, but at the expense of budgetary unity^ 

In 1733' there appears a great advance in the direction of 
aiiqr. After re^nacting the law imposing impost duties, 
md providing for a levy of direct taxes for redeeming the 
imonnts due on quotas of treasury bills previously issued, 
the legislature proceeded to bring together into a single 
budget the expenditures for the service of the year. The 
Iiw accomplishing this was entitled: "An Act for Supply- 
ing the Treasury with the Sum of Seventy Six Thousand 
Five Hundred Pounds, Bills of Credit, for Discharging the 
Public Debts, and for Establishing the Wages of Sundry 
Persons in the Service of the Province." This act pro- 
vided: 

L Fixed salaries for the soldiers in the employ of the 
prorince. 

n. That £76,500 bills of credit should be issued, and that 
tbese funds should be devoted to the various public ex- 
penses "as ascertained or as fixed by law." These amounts 
were all specified, and included a reservation for future 
gnats to be made by the legislature during the session. 

nL That all balances of sums appropriated should lie 
in the treasury. 

rV. That during each of the eight following years, taxes 
itaoold be levied in an amount necessary to redeem the in- 
ttadlments of bills of credit that should fall due annu- 
dly. 

Thus a large degree of budgetary unity was secured. 
During the entire year only two supplementary appro- 
priations were passed, these providing for the governor's 
adaiy and for repairs on Castle William. 

■IwAdhiaDd Resolves, n. 600. 
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In Xew York indirect taxation was developed earlier than 
direct.^ During the seventeenth century indirect taxes 
vere the most important source of revenue possessed by 
die colony.' Gradually the general property tax was de- 
veloped, but indirect taxes remained more important in 
Sew York than in any other of the northern colonies.' 
Tlie impost duties were continued in operation from year 
to year* as were all other revenue measures after a time. 
In no colony was the principle of limited revenue acts 
maintained with greater persistence. 

Appropriations were, at first* made in gross* and applied 
at the discretion of the governor and council.^ Also there 
was no attempt to include all such measures in a single 
hilL But in 1739 appropriations were made specific both 
in objects and amounts, and salaries were granted to 
i<Malit by name.* After this date most of the expendi- 
tiiica are included in a regular appropriation bill prepared 
bj each Assembly. During the colonial wars supplement 
tarr appropriations were mad^ in great numbers* but the 
Method of including all ordinary expenses in a single 
auinl bill still continued. 

Ik does not appear, however, that there was a co-ordina- 
tioB of lOTenues and expenditures in a single budget In 
1174 aad 1775 we find a condition that much resembles the 
of our national government at the juresent day. No 
vsrenne measures were passed in those years, while it 
proTided in the annual appropriation bills that the au- 
expenses should be defrayed out of the proceeds 
of Iks indirect taxes collected under the laws then in opera* 
.* During the Revolution supplementary appropriations 
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became numerous once more, as was the case in the other 
colonies. 

Down to the opening of the Revolution the budgetary 
methods of Ck)nnecticut seem to have remained in a coDdi> 
tion of primitive simplicity. From the proceedings of the 
Connecticut Assembly in 1771 we can derive information 
on this subject during what may be regarded as a typical 
year. During the May session the Assembly at various 
times appropriated all sorts of petty sums in payment of 
claims and of public services. * Thus the colonial treasurer is 
instructed to purchase an iron chest for the custody of 
public moneys.^ Toward the close of the session the As- 
sembly authorized the payment of half of the annual 
salaries of the governor, deputy governor, treasurer, and 
secretary.* At the October session we meet with much the 
same procedure.* At this time also a taxis levied* for j 
"incidental charges of government," and the colonial treas- 
urer is instructed to settle with the members of the Assem- 
bly for their expenses in attending the session.' Perhaps 
an explanation is to be found for these primitive budgetary 
methods in the fact that Connecticut, in its long existence 
under the original charter, did not witness those contests 
between the Assembly and royal officials which in the other 
colonies proved productive of principles of budgetary pro- 
cedure. 

In Pennsylvania there existed a more highly developed 
system of finance. Here the early struggle for specific 
appropriations had resulted in a system of money graats 
specifyirg the objects of expenditure.' But no unity e ex- 
isted in early times; and, in some years,* we find as m^>Ji^y 

I Publ<c Kecordsof Coniiwikul, XIII. «l, 4:i. 
« Ibl«l , 4iii\. 

• Public Rtvordrt of Connecticut, XIII 502. 

* Ibi<l , 518. 557, 56C. 
» Ibid., 51«. 

• I'ullic R«*cord8 of Connecticut. XIII. 566. 

"> Bancroft. II. 25, 26, ?7; Franklin. Historical Review of PenniiylTmiiia, 88; Hinuto^ ofcAtf 
Provincial Council, I. 457, 4tiH, et seq. 

* Laws of Pennsylvania, I for iTirt and 1716. 
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Bthree or four separate revenue measures. During much 
of the time, also, paper money exercised a disturbing in- 
ftnence. 

Alter the middle of the eighteenth century, however, 
considerable progress was made in the direction of budget- 
iiy unity. The specification of the objects of expenditure 
seems to have become more strict. By 1755' the methods of 
procedure resembled those of Massachusetts, Bills of 
credit were issued for specified purposes, and taxes im- 
posed to i>rovide a fund for the redemption of the notes. 
The colonial wars here, as elsewhere, proved to be a dis- 
turbing influence. But after 17t)3 supplementary acts 
became less common; and in 177^ we find but a single 
measure providing "for the support of government and 
the payment of public debts. " 

In the matter of budgetary development, Virginia pre- 
eecta nothing new. Here, as elsewhere, the earliest at- 
tempts to control expenditures took the form of specifying 
in revenue bills the objects for which money should ha 
raised. After a time special api3ropriation bills became 
common. Salaries and many of the ordinary expenses 
came to be strictly fixed by law. but there was no system 
of rpgjlar appropriations for such purposes. In the direc- 
tion of formal budgetary unity Jittle progress seems to 
have been made. As late as 1T72 three revenue laws and 
'oar Gpecial appropriations are passed during the sessions 
of a single assembly,' 

Prom the year 1721 South Carolina presents interesting 
budgetary arrangements. After the Revolution of 1719 
had overthrown proprietary control and resulted in the 
formation of a royal colony, the government had to be sup- 
ported by taxation instead of by the proceeds of the quit 
"^nts, which had sufficed for the ordinary needs of the 
proprietary Administration. Annual tax laws were passed 
*t the opening of most of the fiscal years; and. after 1721, 

'L«itiot P-nnnylMuio, 1 onnii'. *«. 
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these laws included "long appropriation clauses, appro- 
priating every penny raised to some specific object. " In 
later times the tax bills were not prepared until several 
months after the close of the fiscal year. Besides these 
direct tax levies, the colony derived considerable revenues 
from impost and tonnage duties, and from other sources of 
a miscellaneous character. These indirect taxes were not 
included in the annual budget; and, consequently, com- 
plete unity was not secured. ' 

These investigations, incomplete as they are, show that 
in Massachusetts, Pennsylvania, and South Carolina, at 
least, a considerable degree of formal budgetary unity was 
realized before the Continental Congress met in 1775. In 
the various colonies there existed important differences in 
the various stages and the final results of budgetary devel- 
opment. Great resemblances are also to be found, but 
these may safely be attributed to the existence of similar 
problems, which called for similar solutions. There seems 
to be no evidence to support the view that, to any large 
extent, the colonies reproduced each other's budgetary 
methods; or that they consciously imitated those of 
England. In most cases the differences of procedure are 
too great to admit of such a hypothesis. In Massachu- 
setts, where perhaps the greatest degree of unity was in- 
troduced into the budget system, we have found special 
conditions that furnish a sufficient explanation for the es- 
tablishment of a more unified procedure. It is maniftetly 
imi>ossible to exclude all possibility of attempts to copy 
English forms and methods. But, on the whole, it is safest 
to afOrm that colonial budgetary development was shaped 
principally by the force of local conditions, and in accord- 
ance with local needs. 



1 On thta nl^Jeol tM WhliMj, GofwomeBt oC tte ColoQj of Soirth OhtoIImw tl" «K M«i 
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CHAPTER III. 

^THE DEVELOPMENT OF A BUDGET SYSTEM BY THE CON 

TINENTAL. CONGRESS 
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Oft *' Estimates," '* Expenditures," "Requisitions"; Journals of 
Omgress, 1775-1788; McMaster, History of the People of the 
UnUed States, I.; Small, American Nationality, 70-73; Sumner, 
jnfUMncier and Finances of the American Revolution; Sparks, 
jD^pfomotic Correspondence, XII. 

The foregoing study of the results of budgetary develop- 
ment in England and in the thirteen colonies previous to 
1775 has prepared the way for a discussion of the various 
riepB by which the Continental Congress developed a 
bodget system. It will be found that the various parts of 
flie financial system of the Revolution were developed 
iVemtely, but were finally brought together into a uni- 
ted budget. This discussion will also show what were the 
toeee operating to produce this result. 

{A) The Early Management of Revenue and Supply. 

On the third of June, 1775, Congress appointed a com- 

wHtBO of five members to "bring in an estimate of money 

WMiary to be raised" for the defense of the colonies. 

loar dayB later the committee submitted a report which 

. m eoiuiidered in committee of the whole for several days, 

> Vrtil, on June 22, Congress resolved to issue the first bills 
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of credit. A month later,' a second committee was ap- 
pointed "to bring in an estimate of the expenses incurred 
by the votes and resolves of this Congress." It is very 
probable that it was the rept of this committee whic h in- 
duced Congress to vote a second emission of paper 
money.' Early in November^ another committee was in- 
structed "to examine what money remains in the treasury 
unapplied, and to form an estimate of the public debts al- 
ready incurred, and which will become due on the first day*^ 
of Jui.e next." A few weeks later/ upon the report o^fc 
this committee "on the state of the treasury," the thir^g 
issue of pajier money was authorized. Then, in Decembei::^ 
in pursuance of a further report. Congress urged upon tl^g 
colonies the necessity of making provisions for redeemiojo. 
their quotas of the bills of credit. 

In the manner above mentioned, Jp6,000,0(X) of paper money 
was issued by the end of 1775, this sum being intended t^o 
provide for the expenses of that year and for the debts thskt 
should be incurred up to the following June. We hav^e 
next lo inquire into the methods by which this money 
applied. When Congress assumed the control of the stru 
gle against Great Britain, large expenses were incu 
For some of these provision was made in special app^cro- 
priation bills. Thus in June" the army establishment '^^cas 
determined, and the pay of the officers and soldiers fi^^red 
by law. On the first day of August a number of approp rela- 
tions were made, one of which provided that ^00 ^000 
should be immediately forwarded to be applied to the sup- 
port of the army in Massachusetts, in such manner as 
General Washington should "limit and appoint;" and that, 
if this sum should be expended before the next meeting of 
Congress, General Washington should be empowered to 

I July lU. 

» July iid. 

* Nov. 6. 

< Nov. 29. 

•Dec. 26. 

•June 14. 15. 16; July 27, 1775. ^ 
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draw on the Contmential treasurer for J?2'y».'V».> additior.al. 

The other appropriations were also for lumi) sums, ani :he 

objects of expenditure were specified in an equally I'.vse 

and cfeneral manner. 

In September' Congress appointed a Committee of Accounts 
or Claims, which for nearly a year examined accounts 
against the government and reported the amounts due. 
whereupon payment was ordered. Thus was inaugurated 
another method of applying public money, which lasted for 
several 3'ears. During this time we tind Congress con- 
stantly appropriating all sorts of petty sums, such u> >^1?. 
for a present to Indians, or sl2 for ferriage and horse hire. 
A third method of applying public funds was to advance 
money to the ass«^mblies of different colonies to be ex- 
pended and accounted for.' Similarly delegates and com- 
mittees of Congress were entrusted with the expenditure 
of large sums, which were placed in their hands for deti- 
nite purposes, and for which they were expected to ac- 
count.' In this way ^5<XJ,000 was expended for the tirst naval 
armament. 

The revenues for 1770 were derived from further issues 
of bills of credit. In February/ Congress, on a report 
from the committee on the treasury, resolved to emit 
$4,000,000 of the paper money; and to appoint a Standing 
Committee on the Treasury, to which reference has already 
been made in the discussion of the administration of the 
finances. This body, which was generally known as the 
Treasury Board, soon came to act as a committee on ways 
and means; but first Congress resorted to another com- 
mittee for that purpose. On March 13 it was resolved to 
appoint a committee of seven, to "inquire and report the 
best ways and means of raising the necessary supplies to 
defray the expenses of the war for the jrreftent year, over 

i8n»t.S5. 

* Aug. 1 ; Dec. U, 1775. 

• A119. X: Dec. Id. 9^ 1775. 
« Feb. 17, 1776. 
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and above the emission of bills of credit" It has been 
impossible to ascertain whether this committee ever made 
any report. On the sixth of May, however, Ciongress, after 
resolving itself into a committee of the whole to consider 
"the state of the United Colonies," decided that $10,000,000 
should be raised for the service of the year. At the same 
time another committee of ways and means was directed 
to devise methods for raising the money. This committee 
reported three times during the remainder of the year, 
and in the following February;* and on each occasion 
Congress passed some measure for raising money by means 
of issues of bills of credit. In October, the Treasury Board 
reported a plan for raising funds through a domestic loan ; 
and, during the next year, reported estimates and plans 
for further emissions of paper.' 

During this year there was no advance over the early 
methods of appropriation. Large sums were still placed 
in the hands of individuals for the purpose of meeting 
public expenses.' After July 80, accounts against the 
government were reported by the Board of Treasury, and 
the old Committee of Accounts was discharged. The work 
of systematizing appropriation methods was accomplished 
very slowly. 

At the opening of 1777,* Congress resolved itself into a 
committee of the whole " to take into further consideration the 
state of the treasury and the means of supporting the credit 
of the Continental currency. ' As a result of these delibera- 
tions it was resolved to urge the States to resort to taxation 
during the current year. In May' the Treasury Board was in- 
structed to "prepare and report to Congress an estimate of 
the public expenses for the present year, distinguishing 
in such estimate the expenses of the commissary, quarter- 
master, and barrack master general, and the medical de- 

1 May 9. July 2S. Not. 8, ITTS; Feb. 88, 1777. 

* Oct. 8, 1778; August IS. 15, Not. 7. Doc. 8, 1777. 
' E. IC. Journal of Oongrcas. July 80, ai, 1770. 

* January 18, 14. 
•ICaylS. 
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partment;" and "to confer with the marine board and Gen- 
eral Schuyler on this subject. " Congress had not yet come 
to appreciate the necessity of preparing the estimates before 
the opening of the year; but this action was an advance 
over previous methods of procedure. The statements 
called for were to be prepared by the Treasury Board after 
conference with the other departments, and were to be 
presented in some detail. At this same time, a new com- 
mittee was appointed to "consider ways and means of de- 
fraying the expenses of the present year;" and instructed 
to "confer on this subject with the Board of Treasury. " It 
is not possible to determine what action the committee took. 
It may have presented some of the reports upon which 
new emissions of paper money were ordered, but the 
Journal of Congress does not enable us to decide. In No- 
vember/ on the occasion of a report from the Treasury 
Board, Congress made its first requisition on the States, 
calling for $5,000,000. 

Up to this time there had been a constant effort to esti- 
mate probable expenses, and to regulate the issues of paper 
according to the probable needs. This is as far, however, 
unity in budgetary procedure had been developed. The 
with which revenues were secured by the emission of 
bills of credit had not been favorable to carefulness and ac- 
curacy in adjusting revenue to needs. But with the year 
1778 conditions are altered. The paper money begins to 
depreciate alarmingly; greater efforts are made to increase 
the receipts from loans; and taxes come into a position of 
greater importance. These facts lead to improvements in 
Imdgetary methods. 

(B) The Development of Unity in Budgetary Pnycedure, 

Daring 1778 the Treasury Board, acting as a committee 
oa wajs and means, continued to submit its reports; and 
iStMj were the occasion for the emission of the paper 
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mo:.- - .><.:r>i durins: :h€' ye^r. The firsi half of the year 
sri\i ::. vV.anire iz luii^:::iry neihods. But, as the depreci- 
a::^ ^ c: :'::e bills of oredl: i-creased. and the fiuancial situ- 
a::?:: V*vaz:o ziore d:f5::ul:, i: was evident that, in the 
fu:v:>.\ :V.o vU^Tvr-ior..v .^: Cv^-cress mnsi be upon taxation. 
To :::"> :Vio: we oat asifvly ra::r:bu:e a change in procedure 
whio:: ::ow vwurrv\i 

1:: A.:i:'.:>:. Co::s:rvS> >r: spar: ;hr>ee days each week for 
the spo.^'il oo!:>:v;or;i::>:: of :he finances.* In the same 
n:or.:/.. also. :::o SiAno.iv.i: Co:::a::::eo on Finance was ap- 
poii::ov;, :o v\>x:s:cor :::o siate of :he money and finances 
of :ho l":;::evi S:a:os. ar.d rviv^r: thereon from time to 
tinio. Kolvr: Morris was vhairnian of this committee, 
wh:o!:. ir. Novcr.ibor.' s*.ibu::::oii a ' p-an of finance " for 
Vit t .^' ':;; ::••■. From :ho ac'.lon laken by Congress we 
can infer iha: this plan was in:oi:dod to provide, first, for 
the soo:;ri:y and uiv.maio redemption of the bills of credit; 
and. second, for the oxivr.sos of the ensuing year. A dili- 
gent search atnong the mar.uscripts in the library of the 
Slate Departmor-t has brought lo light only that part of 
the plan which re;a:os to the bills of credit. This contem- 
plated the withdrawal of >^l>,•.^^^^Vv of the notes from cir- 
culation, and ihe gnuiual redemption of the others. 

Corgress considered this plan in committee of the 
who:o for many days, and finally* called on the States for 
^15, ' ••.' 'J for the expenses of the ensuing yean and for 
^3.0 •'."•• annually for eighteen years, as a fund for sink- 
ing the loans and issues of the United States. Undoubtedly 
we may regard this action as a budgetary forecast and pre- 
vision for the whole of the public debt, and at least a large 
part of the expenses for 1779, It seems probable, also, 
that this act carried with it the authorization of many of 
the regular expenses for this year. In the Journal of 
Congress we find no appropriations for such purposes dnr- 

» Nov. I";, 

• Xh-M. 16. i:. irr^J: Jan. 2. 1773. 
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ing 1779; -while an act of September 15 makes it evident that 
expenditures are being made under the direction of thQ 
heads of departments, in accordance with the authorized 
appropriations. 

Unfortunately, the States complied but poorly with the 
call of Congress for taxes. More than this, the depreci- 
ation of the paper money steadily increased, and rendered 
these last measures of Congress quite ineffectual. The Treas- 
ury Board brought in frequent reports, in accordance with 
which 1140,000,000 in bills of credit was issued during the 
year. By May^ the paper had so far depreciated that Con- 
gress added $45,000,000 to the quotas of taxes required for 
that year. Shortly after, on the occasion of a similar re- 
port, it was decided to open another domestic loan of 
$20,000,000. By the close of the year, the issues of paper 
had been exhausted; and Congress was thenceforth obliged 
to look to taxes and to loans for the revenue necessary to 
conduct the government. Thus the "plan of finance" 
proved a complete failure, owing in large part to the refusal 
of the States to respond to the demands of Congress. All 
this, however, does not prevent the acts of December, 1778, 
from constituting a definite advance in the formal order- 
ing of the national finances. 

Up to this point we have not considered the foreign 
loans secured by the United States. These did not yield 
large sums until 1780; and were, at the start, devoted to 
fhe payment of interest on the domestic debt. They were 
sot included in the annual estimates until a later period. 
Xven then, there was a separation of the expenditures at 
liie treasury and those made in Europe. 

We now come to the provisions for the service of 1780. 
On October 6, 1779, Congress made a requisition on the 
States for 115,000,000 monthly for eight months. In this 
it is noticeable how greatly the amount of the requisition 
lias been increased by the depreciation of the bills of 
oedit. But Congress did not dare to depend on the State 



*MV'W«»«apapa^M 



240 BULLITIR OF THS U5IVSB8ITT OF WI800N8IN. 

to provide sufficient taxes in money, and was fearful for 
the future of the paper currency. Accordingly, specific 
supplies were called for. On December 2, the Board of War 
was directed to report an estimate of the provisions re- 
quired to supply the army for one year, and the Marine 
Committee was instructed to report an estimate of the pro- 
visions necessary for the navy. Then a committee was 
appointed to devise means of procuring such supplies, 
and it was decided to resort to specific requisitions on the 
States for this purpose.^ Early in 1780* a general requisi- 
tion was made for the supplies necessary for that year. 
Thus, despite the inattention of the States to its call for 
taxes, Congress continued to make provisions for the needs 
of the ensuing year. 

In March ' Congress passed the "Forty for One Act, " and 
practically repudiated the bills of credit After this the 
specie basis was restored , and the States were called upon 
for 13,000,000 in specie for the immediate expenses of gov- 
ernment.* In the last of the year provision was made 
for the service of 1781, and a requisition for 16,000,000 was 
voted.* This was payable partly in specie and partly in 
specific supplies. Unfortunately the Journal for this year 
is so incomplete that it is impossible to ascertain from 
what sources Congress obtained the estimates upon which 
this requisition was based. 

At the opening of 1781 the condition of the finances was 
so critical as to call for immediate attention. Congress sent 
to the States a most earnest appeal, asking that $879,000 
be immediately forwarded for the pay of the army; and 
that, in the future, requisitions be promptly complied with . 
Early in February ' Congress asked for authority to lay a 

1 Dec. n, 14. 

* Feb. 85. 
•March 18. 

* August 28. 

* NoTember 4. 

* Jan. 16, 1781. 
» Feb. 8. 7. 
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five per cent duty on imports, the proceeds of which 
should be devoted to discharging the principal and interest 
of the public debt. During this same month Robert Mor- 
ris was appointed Superintendent of Finance, and thus a 
more efficient administration was secured. A protracted 
consideration was then given to the subject of finance. On 
March 16 a requisition was ordered for 16,000,000, payable 
in quarterly installments, commencing with the first of the 
following June . 

A committee was then appointed "to estimate and state 
the amount of debts due from the United States, with the 
necessary estimates for the current year, ... in 
order that the same may be laid before their respective 
legislatures. " Fortunately, this report is contained in the 
Journal; ' and it deserves attention as the first complete 
financial statement that has been preserved. The report 
contains, first, a statement of the public debt reduced to a 
specie basis ; second, the estimated expenses of the current 
year; and, third, the total revenues at the command of 
Congress for the whole of 1781. The necessary expenses 
were estimated at $19,407,000; while the total resources, 
supposing that the States should pay in full the existing 
lequisitions, were only $17,668,000. In an earlier chapter 
it has been shown how far these estimates of expenditures 
exceeded the actual amount which the government was 
able to expend." 

In the fall the Board of War was called upon for esti- 
mates of the expenses of the military establishment for 
fhe ensuing year. The report submitted by the Board was 
reterred to a committee of three members, which added the 
esUmates for the civil list On October 80 and November 2 
Oongress voted a requisition of $8,000,000 "for the war 
dspartment and civil list the ensuing year." Strangely 
sncmgh, it appears that the Superintendent of Finance saw 



t ippiMt, Apffl 18^ 1781. 

•SMfiim. 
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nothing of the estimates on which this action was founded,' 
although in former years the heads of the treasury 
department had been consulted in such matters. On No- 
vember 17 Morris forwarded to the governors of the States 
this act for raising the supplies for 1782.' 

It will now be necessary to refer to the development of a 
system oi appropriations'. The earliest methods of applying 
public moneys have been already explained.* As time weut 
on, and more complete estimates were formed for the serv- 
ice of the ensuing year, the expenditures thus authorized 
were made under the direction of the executive depart- 
ments.* Congress continued to pass laws that authorized 
new and unforeseen expenditures; but, by making general 
provision for necessary expenses, it relieved itself of the 
necessity of constantly appropriating petty sums, and such 
action became less frequent. But in appropriation bills 
there was little effort to specify the objects and amounts 
of expenditure, except in the most general way; and the 
greatest latitude was consequently left to the executive 
officers. So far as can be ascertained, it seems probable that 
Robert Morris was the only liead of the treasury depart- 
ment that did not divert large sums from the original ob- 
jects of appropriation, and apply them to other purposes. 

As fast as the work of the government developed, cur- 
rent expenses were fixed by law. By repeated acts the 
establishment and pay of the army and navy were regu- 
lated.' As the executive departments were established, 
the number and the salaries of the officials were deter- 
mined; and the expenses of the "civil list"" thus regu- 

I Sparks, I)i|iioinatic C'orre«pondeDce, XII. 8-9. 

» Ibidem. 10. 

■ See p. 234 et »eq. 

* See Jourual of Congress, Sept 15. 17T9: June 28, 1781. 

» Journal of Con^jress, June 14. 15. 16, July %, Not. 28, Dec. 9, 1775; May 24, Nov. 15, 17T6 : 
May 27, 1778. 

* This term i8 evidently borrowed from Eof^land. but is used in the Journals of Cont^ress 
and elsewhere to denote the t-ntire civil establishment. This is different from the rech- 
nical meaning given to the word in the English buJgAt, sec P-.21S. 
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lated. In 1780* the salaries of the entire establishment 
were readjusted; and, two years later, the expenses of 
foreign envoys and officials were brought under stricter 
control.^ 

In 1777 * it had been resolved to pay the interest on the 
domestic loans with the money secured in Europe. In ac- 
cordance with this plan Congress was obliged each year to 
make an appropriation for this purpose.* This continued 
to be done until March, 1782, when such payments could 
no longer be made. Private claims, during ill this period, 
were first examined by the treasury department; and then 
referred to Congress, by which body payment was ordered, 
in case the claims received favorable action. 

Thus by 1782 'some degree of order had been established 
in the authorization of expenditures and the application of 
public money. The expenses of the army, navy, and civil 
list were provided for by a reasonable number of appro- 
priations, most of which were included in the annual ap- 
propriation bill. The payment of interest on the public 
debt was authorized ^at more or less regular intervals, and 
private claims were passed upon by Congress as fast as 
they arose. 

The budgetary legislation of 1782 now claims attention. 
In this it is possible to trace the skillful hand of Robert 
Morris. In January ^ Congress called upon the Secretary of 
Foreign Affairs for estimates of the expenses of foreign 
ministers, with a view to exercising more control over 
these expenditures, which had been in the past loosely 
managed. In July Morris urged upon Congress the neces- 
rity of providing "solid funds for the national debt." and 
advocated for this purpose direct and indirect lAxes, to be 
raised by the general government.* This was in line with 

1 AngOit 11, Sept. 18, Sept. 25. 

> Jdomal of Congress, Jan. 2^ June 5, 178*2. 

•04*. «. 

*M,g, J^umal of Conp^ress, August 3. 1780. 

DipioinAtic Correspondence, XIT. 211-238. 
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the determined effort then being made to secure for Con- 
gress the right to establish revenues of its own. It has al- 
ready been seen that these efforts failed. Up to this year 
Congress had tried to pay the interest on the loan oflice 
debt out of the proceeds of the foreign loans ; and had, 
from time to time, provided that bills of exchange should be 
drawn for this purpose. Now, however, this could no longer 
be done ; and in September * it was resolved to levy a re- 
quisition for $1,200,000, in order to pay the interest on the 
whole of the domestic debt, so far as it had been liqui- 
dated. This subject was previously considered by a grand 
committee, consisting of one member from each State. It 
is interesting to notice that on this occasion no less than 
eight States attempted to reduce the amounts required of 
them, and to throw the burdens onto other States. 

One month later ' the grand committee reported the es- 
timates for 1788. These were prepared by Morris, and we 
have preserved to us the letter ' in which he transmitted 
them to the President of Congress. It was part of the plan 
of Morris to secure a foreign loan for a portion of the serv- 
ice of the next year ; and Congress had previously author- 
ized the negotiation of a loan for 95,000,000.* The appro- 
priations were finally fixed as follows : * 

For the army $5,266,609 

For the marine 800,000 

For the civil list 181,214 

For contingencies 252,277 

16,000,000 
Requisition had already been made for the $1,200,000 nec- 
essary for interest on the domestic debt, and it remained 
to provide for this six millions of current expenses. It was 
finally resolved ' that the States should be called upon for 

1 SeptembOT 4, lOt 1781. 

•OetobOTlfi. 

■SiMurfca, Diplonuitio OorrMpoodmoe, ZII. SSfr^l. 

* Septambw 14. 

•GctobOTlS. 

•OoCotarlS^ia 
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?2,000,«"X>, and that further requisitions should be suspended 
until the result of the attempt to secure a foreign loan 
should be known. 

Thus the years 17S1 and 17S2 witnessed the establish- 
ment of a large measure of unity in the budgetary pro- 
cedure of Congress. All the ordinary expenses of the 
government, including the greater part of the war exj^n- 
ditures, were provided for in a single enactment, which 
also fixed the amount of the requisition for the ensuing 
year. In 1782 separate provision was made for the domes- 
tic interest, but this did not impair seriously budgetary 
unity. The first steps in the establishment of this system 
were taken at least as early as 1778 in the "plan of finance" 
adopted for the service of 1779. During 1779 and 1780 Con- 
gress still attempted to appropriate in a single enactment 
for the expenses of the following year, and to provide the 
supplies necessary for this purpose. In this way a unified 
budget system was finally established . 

At first thought one might be inclined to attribute the 
development of such a budget to the influence of English 
precedent. But the previously described investigations into 
the financial methods of the colonial period have shown that 
in one or two colonies budgetary unity was developed 
before 1775. If, then, we are to look upon the action of 
Congress as an imitation of methods elsewhere existing. 
it becomes necessary to admit that earlier colonial exper- 
ience would naturally exercise a stronger influence than 
even contemporary English procedure. But such an expla- 
nation is insufiicient since other elements must be taken 
into consideration. To these some reference has already 
been made. 

It is evident that the introduction of really unified budget 
management dates to the "plan of finance" adopted in 1778. 
Now, it was in that year that the depreciation of the paper 
money, and the threatened exhaustion of this source of 
revenue, brought taxation into a more important jDOsition 



• 
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than it had previously occupied among the possible sources 
of income. Prom this time on Congress began to make earn- 
est efforts to secure by the system of requisitions a consider- 
eable portion of the funds necessary to carry on the war 
This fact necessitated a change in budgetary methods. 

The ease with which money had been obtained previously 
by the issue of bills of credit had rendered unnecessary 
an exact adjustment of revenue and supply, although some 
efforts had been made in that direction, as we have seen. 
But the development of the requisition system made such 
an adjustment an absolute necessity. The States had by this 
time begun to insist on their own claims of sovereignty; and, 
the first patriotic fervor abating, there had appeared those 
jealousies and selfish bickerings that characterized the en- 
tire history of the Confederation. No State, therefore, 
was willing to raise in taxes for national purposes a cent 
more than the amount which it believed to be its fair 
quota under the requisition system; and it was certain that 
all would insist that Congress should so adjust revenue to 
supply as to make it clear that all taxes demanded were 
reasonable and necessary. It is a matter of history that, 
as long as the system of requisitions was continued, the 
States were constantly complaining that the taxes required 
were excessive in amount and unfairly apportioned. In the 
case of the requisition made on September 10. 1782, we find 
eight States seeking to shift to the shoulders of others a 
portion of the quotas assessed upon themselves. 

All this is, as we have seen,* a characteristic feature of 
tho financial history of all confederations. In such unions 
thoro is always "a jealous reckoning of advantages and 
saorifioos" among the various members: and it is, there- 
fon\ nocossary to secure an exact adjustment of inoome 
and oxiH^nditure. and an accurate apportionment of 
ttnauoial bunions among the different units. This is 
exactly wliat t^x^k plaoe in the Continental Congress; and 

1 (^ |V lt\ 
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we find such a budgetary procedure adopted only when it 
became clear that, in the future, greater dependence must 
be placed uix)n the requisitions on the States. To this fact 
we must ascribe the chief influence in the development 
of budgetary unity. 

Of course, this conclusion does not exclude the possi- 
bility of outside influence. But this, if it operated at all, was 
unable to produce unified budgetary methods until the 
adoption of the requisition system made such action neces- 
sary. English and colonial experience may have served to 
facilitate the growth of the system that was finally developed ; 
but the existence of such possible influences is not, in itself, 
a sufficient explanation of the course of budgetary develop- 
ment. The very conditions under which Congress existed 
made budgetary unity of some sort an absolute necessity; 
and thus the adoption of the requisition system appears to 
have been the fundamental cause of the development of 
the budget in the form in which we find it in 1782. A final 
fact will strengthen this conclusion. Most of the European 
expenses of the United States were defrayed out of the 
proceeds of foreign loans, and the greater part of the 
money so expended did not pass through the treasury. 
Now these expenditures were not all included in the bud- 
get. Millions of dollars were spent in this way, and never 
accounted for. Evidently, Congress cared very little 
about securing budgetary unity in any case wiiere there 
was no need of immediately levying requisitions to meet 
the public needs. 

(O Hie Budgetary Methods of the Later Years of the Confed- 
eration, 

In 1782 budgetary methods seem to have crystallized in- 
to a form which was thereafter maintained. In one 
point, however, we shall have to notice a retrogression 
which is extremely significant, as indicating a change that 
had taken place in the character of Congress. 
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In 1783 the army was disbanded, and the expenses of 
government began to be reduced by Morris to the lowest 
possible tigure. But the responses of the States to the 
requisitions of 1781 and 1782 were very tardy and inade- 
quate; and, even from the beginning of the year, the 
financial situation was extremely critical. Congress sought 
to provide for the funding of the public debt, but was 
finally' obliged to resolve that for the present all effort 
ought to be confined to providing for the interest. Then 
Morris was called upon for an estimate of the principal of 
the debt up to January, 1783.- Shortly after a committee 
was appointed " to consider ways and means of supporting 
public credit." On March 18 this committee brought in a 
rej)ort which was discussed for several days. Finally' it 
was resolved to ask again from the States authority to levy 
duties on imports; to urge that by other taxes the States 
should provide substantial revenues of §1,500,000 annually; 
and to request that all States that had not already ceded to 
Congress their claims to western lands, should at once do 
so, as a means of establishing harmony and hastening the 
extinguishment of the debt.* This resolution was to be 
accompanied by an address prepared by Hamilton, Madi- 
son, and Ellsworth,* in which the necessity for such action 
was set forth; and also by Morris's statement of the public 
debt." 

During the remainder of the year, Congress waited for a 
reply to its recommendations, and made no provision for 
the service of 1784. All the efforts of Morris, Hamilton, 
and others were exerted to secure from the States the 
power to levy the impost; but the request was again re- 
fused, and the financial situation remained unaltered. 

1 Jan. 30. 1788. 

* Feb. 

« April 18. 

* Of. Resolutions of Sept. e, Oct. 10, 17»). 

* April 34, 29. 

* Journal of Con^n^ss, April 29, 
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Thus at the beginning of 1784 no provision had been made 
for the service of that year, but it was not until April that 
Congress made up the budget. It was desired to provide 
if possible for the interest on the debt as well as for the 
running expenses of government. Continuing the cus- 
tom of 1782, the estimates were prepared by a grand com- 
mittee of which Mr. Jefferson was chairman. We ix)ssess 
a letter* written by Morris to Jefferson, transmitting esti- 
mates for the civil list, which he placed at 8184,300. The 
budget' presented by the grand committee contained the 
following estimates and recommendations. 

I. Necessary expenditures: 

The ciril department jflor.S'iS 

The military department -JOO.lKJO 

The marine department 80,CKK> 

Indian depcurtmeut OO.OOJ 

GoDtingencies (Xi.OuO $457.5i25 33 

Defldl OB service of 17H2 and 17«3 l,0(K»,tXX) 

Interest on foreiKU debt S^^2. W8 

Interwt on domeatlc debt, with arrears 3,5hi),030 4.0«,678 



Total expenditures 85.4^>.5W3 83 

n. Resources of the government: 

Balance due the government on rt><iuisitiun of October, 17»1 S."^. 513. 4SS S8 

Balance due on requisition of October, ITiW 2.iX».aX) 00 

III. Revenue measures recommended : 

Since these balances remained due on the former requi- 
sitions, it was recommended that the expenses of 1784 be 
met by calling on the States for a part of the taxes already 
due. The committee proposed that §4,577,591 should be 
called for immediately. This would leave nearly 8900,000 
of the estimated exi^enses unprovided for ; and it was sug- 
gested that this deficiency might be met by calling on 
those States that were better able to pay more than their 
quotas assigned under the requisition, assuring them 
that any such surplus payments would be placed to their 
credit with interest. Since, moreover, a part of the 
money required was to be used for payment of domestic 

1 Bparka, Diplomatic Correspondence, XII. 46S-478. 
• Jonnial of CongreBs, April 5, 1784. 
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interest, it was recommended that one- fourth of the requi- 
sition should be made payable in indents, or the certificates 
issued by the loan officers for the interest on the domestic 
debt. Manifestly, this expedient would bring into the 
treasury no additional money income; but it would lessen 
the arrearages of interest, and would make it easier for the 
States to comply with the requisition. 

Singularly enough, these estimates make no mention of 
foreign loans as possible resources for the year; although 
at about this time John Adams was endeavoring to secure 
a loan in Holland.* In the committee's report there is an 
admission that the requisitions of former years had been 
excessive in amount, and beyond the ability of the States. 
The committee, then, was wise in limiting the requi- 
sition to the financial ability of the States; but the recom- 
mendation that the deficiency still unprovided for should 
be made up by voluntary advances from the richer States, 
was, in the light of past experience, extremely weak and 
inadequate. 

Although the fourth month of the year was passing. Con- 
gress delayed the consideration of these estimates for 
some time. A motion was made to refer the estimates to 
the Sui^erintendent of Finance for his consideration,* but 
this was lost. We have, however, two letters ' that Morris 
wrote to the President of Congress and one of the other 
members on this subject, in the previous month, 
while the grand committee was preparing the estimates. 
Finally, on April 27 and 28, definite action was taken, and 
the expenditures were placed at the following figures: 

For ordinary service of government.. ^57,525 33* 

For interest on foreign debt 384,254 00 

For interest on domestic debt 1,970,760 00' 

For arrears on service of 1782, 1783.. 1,000,000 00 



ga, 812, 539 33 



I 



1 Baj-Iey, History of the National Loans, 311, 312. 
« April 5. 

* Spark A, Diplomatic Correspondence, XII. 47^-481. 

* As estimated by the committee. 

* This omits proTisioa for interest for the current year. 
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The States were then required to pay during the year 
$2,670,987.89 on the balance due on former requisitions, 
one-fourth of this sum being made payable in indents. 
For the deficiency of more than 81,100,000 no provision 
was made. 

In these tardy and inadequate budgetary measures we 
have a reflection of the changed position and character 
of Congress at this time.* The war actually over, need 
for the existence of a general government became less ap- 
parent; and the influence and authority of Congress natur- 
ally declined. Feeble as that body had been during its 
entire history, it now more nearly approached complete 
impotency. This popular indifference and even hostility 
gradually reacted upon the composition and character of 
Congress, and long delayed and inadequate budgetary 
legislation was the result. For this the unreasonable 
timidity and incorrigible selfishness of the States were re- 
sponsible. 

The financial measures of the next four years are con- 
cerned with the attempts of Congress to adjust the public 
accounts, provide for the redemption of the debt, and 
secure the revenues necessary to defray the ordinary ex- 
I)enses of government. The accounts awaiting settle- 
ment were enormous in number and confused beyond all 
conception. Morris had already taken in hand this task, 
and numerous acts were passed providing for the adjust- 
ment of these accounts.- By 1788 some progress had been 
made in the work of liquidating the public debt. 

Congress attempted to provide not only for the interest, 
but also for the principal of the debt. The receipts 
from the sales of the lands ceded by the States were set 
aside as a fund for the ultimate redemption of the princi- 
pal. When it finally became evident that the right to levy 
federal imposts would not be granted to Congress, in 
accordance with its request of 178^3, a final effort was made 

iVcUABter, L 130-130; FLske, Critical Period, chap. iil. 
• Sm BolteB. I. 888-340. 
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to secure such a power.* This failing. Congress gave up 
all attempt to redeem the principal of the debt. In 17S7 
installments of the foreign debt became due,- but these had 
to remain unpaid until after IT'^S: while the interest on the 
Spanish and French loans fell into arrears. Interest pay- 
ments were continued in the case of the Dutch debt by 
con:rao:lng further loans which were applied to that pur- 
pose. ' 

The financial weakness of the government appears all the 
more clearly when we come to the history of the budget 
dur:r.s: :he las: vears of the Confederation. The weakness 
of :i:o r^VjUisitlon system, although manifest from the very 
Starr, was admitted by Congress in a very practical way, 
w!ioT* In 17^4 :: called for the balance already due from the 
Statos. iv.sreavl or" laying a new requisition. Some of the 
States I:ad contributed much more than others: * and, under 
sucli oov.vl:::or.>. naturally objected to making further pay- 
uior::s. Thor^^ was constant difficulty in securing an ap- 
port'or.'v.or.: o:* :'>^ t-v-iotas. and no final adjustment of this 
o^ues'io:: was <cc.:rt'd until after 17:^9. Meanwhile the 
suu:s paid or. :::o rv.:uisi:ions were considered as loans 
!!rv»n: :::e S:a:cs. l:*. OArlier chapters these subjects have 
Iven discMssoo. :::oro a: lc"si:th. and it has been shown how 
jKirtially tl*.o r.r.Anc.al vlcLiiands of Congress were complied 

with- 
in tlio :n.inr.or of :or::v.r.i: av.d voting the annual budgets 
wo xio:ico ::."» iiiiiXTta:/ cliAi.go from the procedure of the 
oarliov ivriod Iv. 17:^:^ :I:o os::::'.a:?s were prepared by a 
^'land coiv.:v.i::co. bu: a::or :.:a: year this work was given 
ovor :o :r:c Uoard o: Trc.isury. then at the head of the 
liiuuKV vlovar:u*.cr.:. Ii". 17-7 ard 17?> the reports of the 
lu>ai\l \\o!v sv.b:i:i:tod :o sivciAl committees before they 
>v\»r\^ coiisivlcivvl by Co::c:v>s. The budgets were no longer 

I I \'\>\ ll.lM . t .X'. 

' .Kxitiiii ,'5 v^•lr^l.•H>. b" v ?\ r"^ S a: ■ l^A.-^rs. r.:.ia-^. I. i*. iT. 
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formed in advance of the years to which they were to ap- 
ply; and each year this work Vas longer delayed. In 17S5 
the budget was not finally adopted until September 27; in 
1786 final action was delayed until August 2; in 17^7 until 
October 11 ; and in 1788 until August 20. This fact of de- 
lay is significant of the difiBculties under which Congress 
labored. 

In other particulars few changes occurred. Congress 
continued to pass upon private claims,' and- to make f few 
special appropriations outside of the annual budget. * Even 
in the annual acts, appropriations were authorized in the 
most loose and general form; and the same latitude was 
given to executive officials that existed in earlier 
days. Only a portion of the European expenses was in- 
cluded in the budgets. The payments of interest on the 
Dutch debt were made out of funds raised in Europe by 
loans, and only a small part of the salaries of foreign 
officials was paid out of the treasury.^ In this respect 
budgetary unity was seriously impaired ; but. since these 
foreign expenses were not met by requisitions, there did 
not exist here the same demand for careful adjustment that 
we have found in the case of the money expended at home 
In the report of September 30, 1788, we have a statement 
of the foreign transactions of the government. 

t Joamalof Oon^press, May 6, 178^1; Sept. 39, ITK); July 0, ITSti. 
* Joamal of Congress, June 8, 17t>4; Oct. i.X). 17!:i0; Oct. 3, 1787. 
*8eeiip.l84. 1S5. 
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fail to secure a]]strict application of public moneys in ac- 
cordance with the intention of the legislature.^ 

Since the Continental Congress united in itself both 
legislative and executive authority, the problem of the 
control of the financial administration presented itself in a 
peculiar form. Congress had to deal, not with an execu- 
tive department co-ordinate with itself, but merely with its 
own servants employed in performing the routine work of 
the treasury, and with the committees selected from its 
own members for the purpose of superintending the 
financial transactions of the government. Thus it lay in 
the power of Congress to make its control over the admin- 
istration as absolute as possible, but an ignorance of the 
proper methods to be employed prevented the accomplish- 
ment of this end. 

This result is in no way surprising. The lack of previ- 
ous experience would not justify the expectation that Con- 
gress would devise means of securing an economical ap- 
plication of the large sums devoted to war expenditure, a 
task which is, under the best circumstances, attended with 
extreme difficulty. At this time, moreover, methods of con- 
trol were very imperfectly developed in older countries. 
Even in England, where legislative direction of taxation 
and appropriations had been most firmly established. Par- 
liament had devised only a very imperfect system of con- 
trolling the issues of public money from the Exchequer.^ 

From the very incomplete material which is available 
the following steps can be traced in the development of 
methods of financial control. We will first consider the 
constitution of the department of finance. 

Since the business of the treasury was at first superin- 
tended by the Committee on the Treasury and the Treasury 
Board, both of which were composed of members of Con- 

1 On the general subject of flDancial control see, Rotcber, Finanzwissenschaft, sees. 154* 
155: Bastable, G6tM}72: Wagner, Finanzwitsenchaft, L 901-«*4; Cohn. sec. 172; Qoodnow, II. 
363-295; Stein, I. 425-450, II. M-«9. 

» Bastable, I>ublic Finance, (HJ8-660; Parnell, Financial Reform, chap. 11. 
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irivss, that bodv had constant communication with the 
heads of the finance department; and no question of fur- 
ther control presented itself. In the Board of Treasury 
appointed in 1779, there were, besides two members of 
Conjrress, three commissioners who were not members of 
that body.' In 17^^ I,- when a Superintendent was placed at 
the head of tlie department, the question of control became 
a roal one; but Con^rress did nothing more than to prescribe 
with considerable minuteness the duties and powers of 
this ofticial. With the establishment of the new Board of 
Treasury in 17*^4. ■ Congress provided that none of its mem- 
bers should engage in "any trade or commerce whatsoever," 
a provision that has boon incorporated in our present 
laws regulating the Department of the Treasury. This is 
as far as Congress felt obliged to go in the direction of 
placing formal restrictions on the head of the finance depart- 
ment. We shall see. however, that there existed other 
methods of control. 

The subordinate officers of the treasury were required 
to take an oath to perform faithfully the duties attaching 
to their ])Ositions, and could be removed by Congress; or, 
in .some ca.ses. could lx> suspended by the heads of the de- 
partment.' The "Continental Treasurers" appointed in 1775* 
were required to give bonds in the sum of one hundred 
thousand dollars for the faithful performance of their office. 
But it does not apjiear that this was required of subsequent 
treasurers, or of other treasury officials. Until the time of 
Morris, the heads of the department did not have full con- 
trol over these subordinate officers. This division of 
authority between Congress and the five members of the 
Board of Treasury rendered it impossible to fix responsi- 
bility, and to secure an effective supervision over the 
operations of the treasury. 

1 Journal of Conjo'esj*, July fi". 177'.». 
•Journal of Con;;res.s. K«-h. 7, KSi. 
» May '/!, 17^1. 

* Se«« n.w)lvo of July W, 1779. 

* July 'JO. 
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A second point of importance is the matter of public ac- 
counting and financial reports. We have already seen 
that, up to the time of Morris, the accounts of the treas- 
ury were confused; and were never punctually settled. 
The facts that Hamilton was obliged to estimate in round 
numbers the expenditures for 1780, and that many public 
officials refused to furnish any accounts of money en- 
trusted to them, are significant of the confusion that must 
have existed. At the same time, there was, for many 
years, no regular system of finance reports. Congress 
from time to time called upon the treasury officials for in- 
formation, and also had continually in its presence the 
members of the Treasury Board. But it was 1761' before 
in attempt was matle to secure regular statements of the 
receipts of the government. With poor accounting and 
an absence of regular reports, it was, manifestly, impossi- 
ble for Congress to exercise an effective control. We must 
remember, however, that, at this time, the advantages of 
publicity in financial transactions had not been generally 
recognized in most European countries ;'^ and that the 
course of Congress" in this matter is, therefore, less sur- 
prising. 

When Morris became Superintendent of Finance, he in- 
tended to publish quarterly reports of receipts and ex- 
peziditures.' His experience had already taught him the 
necessity of such publicity. But the desperate condition 
of the treasury at the end of certain quarters led him to 
postpone until 1785 the publication of his quarterly state- 
ments, which we have in the Report of 1785. He did , how- 
ever, secure a prompt settlement of public accounts; and 
furnished Congress and the States with frequent reports 
financial matters. After his time publicity was to a 
extent secured in all financial transactions. Yet, in 
file Federal Convention of 1787 there existed a feel- 

s iounud of Oongmis, Feb. 9, iTwi. 

■ BeeBoaclier, FinanzwiHHenschaft, 8ec. R; Bastable. CAi, G43. 

• Be« flmniier, Financier, n. 135; Robert Morriis, 114, 115. 
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ing that, while it is necessary to have regular reports 
of the public expenditures, still "many operations of fi- 
nance can not be properly published at certain times. "^ 
Even after 1789 the House of Representatives had to en- 
gage in a determined struggle with the Treasury Depart- 
ment before it established its right to have laid before it 
at all times full information concerning the condition of the 
finances.^ The public accounting was vastly improved by 
Morris; and, after his resignation, it was not allowed to 
fall into the confusion that had pre viously characterized it. 
In the Report of 1790 we have the accounts of the govern- 
ment from February 20, 1781, to September 12, 1789, when 
Hamilton assumed the management of the Treasury De- 
partment. 

A third matter of the greatest importance in any system 
of financial control is that of checks on collection and issue. 
The weakness of the methods adopted in collecting the 
revenues of the government has been discussed in another 
place.' The loan office receivers, who acted also as receiv- 
ers of taxes, were not under definite legal restrictions un- 
til 1785 ; while the system of Continental receivers of taxes 
was of short duration. An adequate system of checks over 
the issue of public moneys was not established in the treas- 
ury itself until 1778,* while large sums were placed in the 
hands of individuals and committees and expended by 
them. In many such cases, we have seen that no accounts 
were ever rendered of such expenditures. In this matter 
Morris instituted some of his most important reforms. 

But Congress had little control over the actual objects 
of expenditure, owing to the fact that it did not make ap- 
propriation bills sufficiently specific. In an earlier chapter 
we have had occasion to consider more at length the gen- 
eral character of the appropriations at this time. Suffice 

1 See Madison Papers, 1590, 15S1. 

> See Adams, Oontrol of the Purse in the United States, 185-187. 

' See pp. 191. IW. 

« See p. 194. 
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it to say, at this point, that, in spite of all systems of 
checks and balances between the different treasury officials 
who had charge of the issue of public money, there was a 
constant diversion and transfer of funds from the objects 
of expenditure contemplated in the original appropriations. 
We have seen that Morris alone of the heads of the depart- 
ment felt the evils attending such proceedings/ In 1783* 
a committee of Congress reported that large sums had been 
paid out of the treasury, " of which no appropriation is to 
be found on the public journals of Congress. Several of 
them remain to be accounted for." 

There was still a fourth method by which Congress at- 
tempted to strengthen its control over the finances. This 
was the commonly employed system of investigations by 
congressional committees. This had been a favorite ex- 
pedient with Congress from the earliest years of the war, 
and the method came to be generally applied to all the ex- 
ecutive departments. In an earlier chapter* we have con- 
sidered the Standing Committee of Finance, which was ap- 
pointed in 1778, "to consider the state of the money and 
finances of the United States, and report thereon from time 
to time." This committee presented frequent reports, and 
through it Congress gained a direct oversight of the opera- 
tions of the treasury. In 1780 and 1781 there were insti- 
tuted those sweeping investigations of the finance depart- 
ment, to which we have already referred.' Thus was in- 
augurated another method of obtaining a more vigorous 
8ax)ervision of the finances. 

It remains to speak of the methods of auditing the pub- 
lic accounts. Manifestly, without an effective system of 
audit, all other attempts to control financial administration 
must prove futile. A step was made in this direction when 
Congress instructed the first Committee on the Treasury 

1 Bee p. 804. 

* Jounial of Congress, Sept. SO. 

" Bee p. 198. 

4 Bee p. 108. 
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to examine the accounts of the treasurers, to employ per- 
sons to keep the public accounts, and to report the state 
of such accounts to Congress from time to time.* At 
nearly the same ^ date it was required that all committees 
and individuals who had had public money placed in their 
hands should " lay before Congress an account of the ex- 
penditure of the same." As we have already seen, such 
accounts were in many cases never rendered. 

When the treasury establishment was remodeled in 
1778* a more elaborate system of audit was introduced; 
and in the re-organization during the following year * the 
methods were improved and simplified. In 1781 ^ further 
changes were made, and the procedure within the treasury 
department was given the form which it retained until the 
end of the Confederation. 

In the earlier years of its history Congress seems to 
have taken no regular part in the work of auditing the 
accounts of the treasury officials. We have seen, however, 
that through investigating committees some oversight of the 
affairs of the department was secured. This was increased 
when committees were regularly appointed to prepare esti- 
mates of the annual expenditures, a subject which we 
have considered in the last chapter. But it is evident 
that Congress did not appreciate the importance of a separ- 
ate examination of the accounts of public officials by legis- 
lative committees. This was done where dishonesty was 
suspected, as in the case of Deane. But Franklin was un- 
able to secure a settlement of his affairs,* and Morris did 
not secure a final settlement of his accounts as Financier 
until after 1789.' Congress, did, it is true, investigate the 
administration of Morris in 1783." But Morris's report of 

1 February 17, 1776. 
' January 5, 1776. 
' September 20. 

* July 80. 
■Sept<?Diber il. 

• See p. 197. 

» See Sumner, Financier, II. 30S-311. 
« June 17, 17*). 
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the receipts and expenditures was not submitted until 1785,' 
and the commissioners appointed to examine it seem to 
have rendered no report. In 1788,' a congressional com- 
mittee brought in a report of the receipts and expendi- 
tures from 1784 to 1788. This seems to have been the 
first step toward any system of congressional audit. Such 
methods, indeed, were not in use in England until after 
1832; and it was twenty years after the adoption of the 
present Constitution that the Committee on Public Ex- 
I>enditure was appointed in our own House of Representa- 
tives.^ Thus the lack of an adequate system of audit in- 
tensified all the other weaknesses in the control of the 
finances. 

1 Report of 1785. 

s September 80. 

* See Bastable, Public Fioaoce, 670-671 . 
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CONCLUSION. 

The results of the financial development of the United 
States during the period covered by this essay are of the 
greatest importance for the later history of our national 
finances. We have been treating of a time of transition, 
during which thirteen comparatively isolated colonies en- 
tered into an intermediate stage of loose political connec- 
tion, and finally completed an enduring federal union. In 
the national finances we find a series of tentative experi- 
ments that demonstrated the necessity of a substantial 
system of federal finance, and paved the way for its estab- 
lishment. During these years the United States is found 
repeating the experience of similar confederations, and, 
furnishing an interesting illustration of the financial weak- 
ness of such associations of states. 

But the old Confederation served as something more 
than a horrible example for the profit of its successor. To 
the new government the old Congress bequeathed a very 
substantial part of its financial methods, so that the year 
1789 marks no sharp break from the procedure of the 
earlier formative period. A brief summary will show the 
importance of the positive contributions derived from the 
time of the Confederation. It will also appear that these 
years are characterized by a gradual transition and contin- 
uous development from the primitive methods of colonial 
days to the completed system of federal finance. 

The Continental bills of credit did something more than 
serve as an example of the evils of an irredeemable paper 
currency. The colonies in 1775 were unused to heavy and 
continued taxation, and unwilling that any central author* 
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ity should attempt to tax them. The bills of credit, to- 
gether with the foreign loans, bridged over the years that 
had to intervene before the political unripeness of colonial 
times could be replaced by a willingness to incur sacriiices 
for the general good. The weakness and disorders of the 
Confederation finally showed the necessity of taxation 
directly by the general government, and led the Federal 
Convention to confer this power upon the Congress of the 
new Constitution. But this is not all. The subsequent 
forms of federal taxation were greatly influenced by the 
experience of these earlier years. The difficulty which the 
Continental Congress encountered in apportioning quotas 
of taxes directly among the States, led to a feeling that 
indirect taxes were the form best suited to the use of the 
general government. These taxes rendered an aj^portion- 
ment unnecessary, while, at the same time, it was thought 
that they were less felt and less odious than any others. 
Furthermore, customs duties were preferred to excise, as 
less inquisitorial and "most compatible with the genius and 
and policy of free states."^ 

Besides the paper money, the earliest years of the Revo- 
lution saw still another development of public credit. 
Domestic and foreign loans, of a size unprecedented in 
previous colonial history, helped to meet the extraordinary 
war expenditures; and to fill the gaps caused by an un- 
willingness to submit to the needed taxation. The prac- 
tical repudiation of the paper money, and constant arrear- 
ages in the payment of interest and principal of the public 
loans served to impair the nation's credit. This was due, 
however, to the weakness and not to any intentional dis- 
honesty of the government. The Confederation was unable 
to provide for the extinguishment of the mass of war in- 
debtedness, and turned this burden over to the new gov- 
ernment. But long before 1789 Congress sought to es- 

1 Bee address to the St Ates iu Journal of Congress. A.pril 24. I7S3. Also sec the discus- 
of taxation in The Federalist. 
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tablish funds that should be permanently applied to sink- 
ing the public debt. Thus only the details, not the princi- 
ples, of the funding act of 1790 contained anything new to 
our financial procedure. Moreover, the pledging of rev- 
enues for the payment of public debts antedates the Confed- 
eration, and can be found in the financial history of the 
colonies. * 

Turning to the administration of the finances we have 
found that jealousy of executive authority, especially in 
this field, long delayed the establishment of an effective 
department of finance. From this source arose disorders 
that nearly proved fatal to the success of the Revolution, 
and that finally demonstrated the necessity of unified man- 
agement in this department. Congress at last gave the 
treasury a single head, and thus developed the principle 
that was incorporated into the law of 1789 that established 
our present Treasury Department. Furthermore, many of 
the details of that act merely continued the procedure of 
earlier years; while it was, as a whole, based upon the ex- 
perience of the times of the Confederation. 

In budgetary methods Congress seems to have followed 
the loosest form of procedure until the development of 
the requisition system necessitated a more exact adjust- 
ment of revenue to supply. Up to this time little seems to 
have been gained from the previous experience of England 
or of the colonies. Budgetary unity was finally established, 
but rather as a result of the jealousy of the States than 
through an appreciation of the inherent advantages of for- 
mal unity. That this was the case will appear from the 
readiness with which the revenue and expense sides of the 
budget were separated when indirect taxation was inaugu- 
rated by the First Congress in 1789. 

Financial control was, during the entire period, of the 
most rudimentary character; and this, too, in spite of the 
fact that Congress united in itself both legislative and ex- 

1 See p. 316. 
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ecutive authority. Bat of all forms of modern financial pro- 
cedure, effective methods of legislative control have been 
the latest to develop. They did not exist in England dur- 
ing the time of our Revolution, and in this country their 
development has largely been the work of the present 
century. 
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Archives of the State of New Jersey. First Series. (Newark and Tren- 
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Arnold, S. G. History of the State of Rhode Island. (New York, 1859- 
1860.) 

Austin, G. L. The History of Massachusetts. (Boston, 1876.) 

Bancroft, George. History of the United States of America. (Author's 
last revision. New York, 1891.) 

Barry, J. S. The History of Massachusetts in the Colonial Period. 
(Boston, 1855-1857.) 

Basset, J. S. The Constitutional Beginnings of North Carolina. Johns 
Hopkins University Studies in Historical and Political Science, 
Twelfth Series, II. 

Belknap, Jeremy. The History of New Hampshire. (Boston, 1792.) 

Belles, A. S. " American Finance," in Lalor's Cyclopaddia of Political 
Science. (Chicago, 1882.) 

Bronson, Henry. Historical Account of Connecticut Currency, Conti- 
nental Paper Money, and the Finances of the Revolution. Papers 
of New Haven Historical Society, Vol. I. (New Haven, 1865.) 

Browne, W. II. Maryland. (Boston and New York, 1884.) 

Crowell, J. F. Taxation in the Colony of New Jersey. Trinity Col- 
lege Publications, VI. (Durham, N. C, 1893.) 

Doaglass, William. Summary of the British Settlements in North Amer- 
ica. (Boston and London, 1755.) 

Douglas, C. H. J. The Financial History of Massachusetts. Columbia 
College Studies in History, Economics, and Public Law. (New York, 
1892.) 

Doyle, J. A. English Colonies in America. (New York, 1889.) 

Ely, R T. Taxation in American States and Cities. (New York, 1888.) 

Felt, J. B. An Historical Account of Massachusetts Currency. (Bos- 
ton, 1839.) 

Felt, J. B. Statistics of Taxation in Massachusetts. In Collections of 
the American Statistical Association, Vol. I. Part III. (Boston, 1847.) 

Slske, John. The American Revolution. (Boston and New York 
1891.) 
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Franklin, Benjamin. An Historical Account of the Constitation and 
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question of the authorship of this work, see, Ford's Franklin Bibli- 
ography, 110-111; Sabin's Bibliotheca Americana, VII. 13. 

Frothingham, Richard. The Rise of the Republic of the United States. 
(Boston, 1886.) 

Gordon, T. F. History of Pennsylvania to 1775. (Philadelphia, 1829.) 

Hening, W. H. Statutes at Large, a Collection of all the Laws of Vir- 
ginia. (Richmond, Va.) 

Hickcox, J. H. A History of the Bills of Credit or Paper Money Issued 
by New York from 1709-1789. (Albany, 1866.) 

Hill, William. The First Stages of the Tariff Policy of the United 

States. American Economic Association Publications. (Baltimore, 

1893.) 
Hutchinson, Thomas. The History of the Colony of Massachusetts Bay. 

(London, 1760, 1768, 1828.) 
Johnston, Alexander. Connecticut. (Boston and New York, 1887.) 
Journal of the Legislative Council of the Colony of New York, 1(591-1775. 

(Albany.) 
Journals of the Provincial Congress of the State of New York, 1775-1777. 

(Albany, 1842.) 
Lecky, W. E. H. History of England in the Eighteenth Century, IIL 

chap. 12. (American edition. New York, 1878.) 
Lodge, H. C. A Short History of the English Colonies in America. 

(New York, 1881.) 
McMahon, J. V. L. An Historical View of the Government of Maryland. 

(Baltimore, 1831.) 
Magazine of American History, Vol. III. (New York, 1879.) 
Minot, G. R. Continuation of the History of the Province of Massachu- 
setts Bay from the Year 1748. (Boston, 1798-1803.) 
Minutes of the Provincial Congress of Pennsylvania. (Philadelphia 

1852.) 
Moore, J. W. History of North Carolina. (Raleigh, 1830.) 
Morey, W. C. The First State Constitutions. Annals of the American 

Academy of Political Science. (September, 1893.) 
Mulford, L S. Civil and Political History of New Jersey. (Philadel- 
phia, 1851.) 
Phillips, Henry. Historical Account of the Paper Currency of the 

American Colonies. (Roxbury, Mass., 1865.) 
Poore, B. P. The Federal and State Constitutions of the United States. 

(Washington, 1877.) 
Proud, Robert. The History of Pennsylvania to 1742. (Philadelphiai 

1797.) 
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Ramsay, David. History of South Carolina. (Charleston, 1S09.) 
Ripley, W. Z. The Financial History of Virginia. Columbia College 

Studies in History, Economics, and Public Law. (New York, 1393.) 
Roberts, E. H. New York. (Boston and New York, 1887.) 
Soharf, J. T. History of Delaware. (Philadelphia, 1888.) 
Scharf, J. T. History of Maryland. (Baltimore, 1879.) 
Schwab, J. C. History of the New York Property Tax. American 

Economic Association Publications. (Baltimore, 1890.) 
Smith, Samuel. History of the Colony of New Jersey. (Burlington, 

1705.) 
Smith, William. History of New York. (Albany, 1814.) 
Sumner, W. G. History of American Currency. (New York, 1870.) 
The Acts and Resolves of the Province of Massachusetts Bay. (Boston, 

1809-1886.) 
The General Laws of Massachusetts. (Boston, 1823.) 
The Laws of the Colony of New York, 1774-1775. (Albany, 1888.) 
The Laws of New York, 1691-1773. (New York, 1774.) 
The Laws of the State of New York. Vol. I. (New York, 1789.) 
The Laws of the Commonwealth of Pennsylvania, IIOO-IIBL (Philadel- 
phia, 1810.) 
The Public Records of the Ctolony of Connecticut (Hartford, 1850-1890.) 
Trumbull, Benjamin. A Complete History of Connecticut, 1630-1764. 

(New Haven, 1818.) 
Whitney, E. L. The Government of the Colony of South Carolina. 

Johns Hopkins University Studies in Historical and Political 

Science. Thirteenth Series, I-II. 
Williamson, Hugh. The History of North Carolina. (Philadelphia, 1812.) 
Woodbum, J. A. The Causes of the American Revolution. Johns 

Hopkins University Studies in Historical and Political Science. 
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